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IN THE MATTER OF The Public Inquiries Act 
being Chapter 258 of the Revised Statutes 
ot Alberta, 19553 and 


IN THE MATTER OF an Inquiry into the ad- 
ministration, management and financial 
affairs of the Lethbridge Central Feeder's 
Association Limited, and the general 
operation in respect to the participation 
or the members therein. 
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PROCEEDINGS TAKEN THURSDAY, JANUARY 14, 1965: 
MR, WEIR: Your Honour, I'm ‘calling MY < 
Hancock, 

KEITH HANCOCK, having first been 
duly sworn, examined by Mr, Weir, testified as follows: 
Your name is Keith Hancock? 

Yes o 

What is your connection with the Raymond Agencies, 
Mr. Hancock? 

I am part owner, 

Do you recognize this cheque which is dated July 22nd, 
1959, payable to Raymond Agencies in the amount of 
$76.12, and what purports to be the endorsement of 
Raymond Agencies on the back thereof? 

Yes. 

Will you give us thé particulars please? 

This cheque was paid to us in July, 1959 for boat 
insurance which was purchased. 

Will you give us more particulars? 

[hig 18 our copy of the policy. 

And in whose name is the policy issued? 

Donald Nilsson. 

And what is the date on the policy? 

June 29th, L959 6 

And the amount of the premium? 
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So this particular cheque in the amount of $76.12, 
dated July 22m, 1959, from the Lethbridge Central 
Feeders Association to Raymond Agencies was in payment 
of thispremium, ofthe premium on this Guardian Insurance 
Company of Canada Policy issued by Raymond Agencies, 
and the insured was Donald Nilsson? 

Yes. 

Has this policy continued in existance? 

Yes, inwa different companys 

In a diffrent company? 

Yess 

The same premium? 

No, the premium has varied in different years. 

But the policy has been in existance since? 

Yes. 

And is the policy still alive? 

Yess 

Have you any record as to--- have the premiums been 
paid on the policy since 1959? 

Yes, they have. 

Have you any record from whom you received the premiums 
since 19597 

NO... CON" u,. NOs 

And the policy was to insure what again? 

A 1959 Vanguard boat and motor, Gale motor. A 1959 Gale 


motor, serial number 34330. And also a boat trailer and 
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accessories. 

Would you give us the breakdown, please, of the values 
that are marked in the policy on these items? 

At the time this was written there was $825.00 on the 
hull,and $725.00 on the motor,and $275.00 on the 
trailer,and $150.00 accessories. 

I would like to have this cheque marked as an exhibit 
please? 


EXHIBIT F-20e 
‘ Vnegwe. 


That if all Your Honour. 

THE COURT: Any questions gentlemen? 

MR. MOSCOVICH CROSS EXAMINES THE WITNESS: 

What was the lowest premium that you collected during 
the last few years? 

The assured has decreased his coverage in this last 
term and the premium was $25.00. 

Thank you very much. 

MR. WEIR RE EXAMINES THE WITNESS: 

I would like to know the items that were insured for 
this premium of $25.00? 

A 1959 Vanguard boat at $600.00. A 1959 Gale Motor 
at $400.00. A total of $1,000.00. 

Thank you. 

THE COURT: That is all. Thank you very much. 


(WITNESS STANDS DOWN ) 
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CLIFFORD PETERSON, having first 
been duly sworn, examined by ne Weir, testified as 
follows: 
Would you identify this folder Mr. Peterson? 
These are vouchers supporting entries in an account 
under the name of Lethbridge Third Ward. 
Would you identify these please? 
These are vouchers supporting entries in an account 
under the name of Riverview Farms. 
He COURT: The Lethbridge Third Ward will 
be F-21, and Riverview Farms will be F-22. 
EXHIBIT NO. F-21: 
Documents re Lethbridge Third 
Ward account. 


EXHIBIT NO. F-22:3 
Documents re Riverview Farms. 


MR. WEIR: That is all, thank you. 
THE COURT: Any questions gentlemen? 
(WITNESS STANDS DOWN) 

KENNETH W. MACLEAN, having first 
been duly sworn, examined by Mr. Weir, testified as 
follows: 

Mr.°MacLean, would you identify these three documents 
please? 

This is" a deposit™slip headed "S.W.Haten"; dated 
February 21st, 1957. The total amount is $6,948.17. 
THE COURT: 

$6,948.17? 
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And would you read the particulars on that deposit? 
There is $264.00 in cash. And under the heading 
"cheques" there is the initial "R,.J.-$500.00. B.P.- 
$250.00. JM. -$1,000.00. 0.S8.-$1,000.00." And 
then in brackets "D.N, - S.H. --- calves totalling 
$3.5,0.0.0,..00,." 

The word "calves" appears right underneath? 

Yes. "E.Peterson-$328.17. " And then there is a 

date marked. And then there is"$100.00". "K.Hudson 
$6,00" "Layeock $500.00", That is for a total of 
$6,684.17 tor the cheques. The cash added to it is 
a total of $6,945,177. 

MR. WEI: 

Now, on the back is a little slip from the adding 
machine? 

ee. 

And this is referring to the total of the cheques? 
Yes. Now, this is an Imperial Bank of Canada Ledger 
card head "Hatch, Mr, Stewart W." It is for the 
year Decemver 10, 1956, through to the year when the 
acecaunt closed on June 3rd, 1956. ‘This was---this 
sheet is styled "Sheet numver 1." On this sheet 
this deposit is entered under date of February 21st, 
19D7° 

The total deposit is of $6,948.17? 
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Yes. This if an Imperial Bank lean ecard. It is styled 
-"Church ot Jesus Christ of Latter Day Saints, Third and 
Fourth Wards, 5th Avenue and llth Street South, Lethbridge." 
And it sets out the particulars of the $4,800.00 loan and 
records the payments made on this particular loan during 
the years 1957 and 1958. The final payment being 
November 5th, 1958, for $1,000.00. 
THE COURT: Will you mark those all together. 
EXHIBIT NO. F-24 
Bank forms re-S.W.Hatch,third and 
fourth Wards. 
Now, I would like Mr. MacLean to look at two cheques 
thet ane ani dhe Thirds Wand Account, ons of 33,.000..00, 
and one of $1,000.00, and see what dates that they 
are. 
MR. WEIR: 
Now, would you give me the particulars of this particular 
cheque that you are holding, Mr. Maclean, dated February 
the 19th, 1957? y 
Lethbridge Central Feeders Association Limited cheque 
dated 5070, payable to the Lethbridge Third Ward project 
committee for the amount of $3,000.00, dated February 
the, L9th,, 1957, and it is endorsed "Lethbridge Third 
Ward Project Committee, Om We Hatch "\..Depositted in 
the Imperial Bank February 21st, 1957. 
This endorsement that you have just read, this is all 
written? 


Yes, in handwriting. 
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Will you tell us about this particular $3,000.00 
cheque, related to the documents which have now been 
entered as an exhibit? 

It would appear that this item marked "D. N., ee tie 
Calves" would relate to this particular cheque. 

Now, the second cheque? 

Lethbridge Ceutral Feeders Association Limited, 
number 11215, $1,000.00, payable to the Lethbridge 
Third Ward. It is endorsed "Lethbridge Third Ward 
Project Committee. S. W. Hatch Chairman." 

And again this is written? 

Yes. This is a written endorsement. And it was put 
in the Imperial Bank on November the Sul, 19506. 1% 
would appear that this is the item that forms the 
credit on this loan card to pay out this Third Ward 
J0an. 

In the amount of $1,000.00? 

Yes. 

THE COURT; , Will you show Mr. MacLean all 
the other cheques that have the regular deposit 
endorsement? 

MR. WEIR: 

This one---this is one particular cheque dated 

April 25th, 1958, and it is in the amount of $250.00, 
payable to the Lethbridge Third Ward by the Lethbridge 


Central Feeders Association. Would you look at the 
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endorsement on the back of that particular cheque? 

A rubber stamp endorsement --~"For Deposit Only to 

the Credit of the Church of Jesus Christ Latter Day 
Saints, Lethbridge Third Ward." 

And the stamp? 

Stamped by the Imperial Bank May the 12th, 1958. 

And this cheque number? 

10438. 

THE COUR: Any questions? 

MR. MOSCOVICH CROSS EXAMINES THE WITNESS: 

I just want to clear up one thing. As: I understand it, 
Mr, Machean, there was a loan made for the Church for 
$4,800.00? 

YeSis 

Has that loan been repaid? 

Yess 

And there is nothing owing on it? 

No. 

In whose name was that loan taken? 

The Church of Jesus Chriist Latter Day Saints. 

And who signed for it? 

I have not the signing authorities with me. I don't know. 
Would it be Mr. Hatch? 

iieould. mer 

And he does not owe anything on that at all? 


No, that was paid. 
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THE COURT: That is with reference to the 
$1,000.00, Mr. Moscovich, and has nothing to do 


with the $3,000.00. 


MR. MOSCOVICH: No. The $3,000.00 was deposited. 
THE «COURT: And the account was in his name. 
MR. MOSCOVICH: Yess. “The reason I asked that, 


Your Honour is that if the loan was taken out by him 
he “would be responsible for it, and if he paid it 
back no matter whether he deposited it to his own 
account, he paid it back. 

THE COURT: This was paid back. But the 
$3,000.00 was put in his own account. 

MR. MOSCOVICH: And could have been subsequently 
paid out to the bank to pay off the $3,000.00. There 
if ne-evidened of thats 

THE COURT: Well, maybe. 

MR. PROWSE: Pi hein 7 °vour Honour, that I 
Might put ‘in this statement of S. W. Hateh to ‘the 
Bank under date of April 2nd, 1963. 

THE COURT: Ald Swe Wt. 

MR. PROWSE CROSS EXAMINES THE WITN#SS: 

Mr, MacLean, can you tell us what this statement 
represents? 

That Ps a’ financial statement of Mir. S.-W. Hatch dated 
April the 2nd, 1963. It has his assets on the one 
side and his liabilities on the other. 


In the statement of assets is there any item there 
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with regard to the Medicine Hat Stockyards? 
Yes. He shows a one-third interest in the Medicine 
Hat Stockyards valued at $3,000.00. 
Does he show an interest in the Hin Hat Som there? 
wee) In this case an investment in Hin Hat Som 
ranches Limited, $37,000.00. 
And he shows an off-set liability in connection with 
that, does he? 
Mrs. Ss Leighton of Pineher Oreek, $22,000.00 at 
$6,000.00 per annum. 
THe COURT Put that under B, 
EXHIBIT NO. B-11 
Financial Statement-S.W.Hatch- 
Apridy 2yd963 . 


Have you any questions Mr. Moscovich? 


MR. MOSCOVICH: No thank you. 

THE COURT: bite Leisieh ? 

MR « LELOCHs No thank you. 

THE COURT: That is ali thank, you. 


(WITNHSS STANDS DOWN) 

THOMAS B. CAMPBELL, having first 
been duly sworn, examined by Mr. Weir, testified as 
follows: 

MES Yet Ber TOG On behalf of the Royal Bank of 
Canada I have instructions to appear, if I may, Your 
Honour, especially during the hearing of the evidence 


from,.this particular witness. 
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THE COURT: You are always welcome at any 


time Mr. Hogg. 


MR. HOGG: Thank you. 


At the outset perhaps it would be 


well! for“me to®State the attitude of the bank on one 


particular point, Your Honour. Naturally the bank is 


rather deeply concerned lest the 


present witness, who 


is the representative of the bank here, a former 


manager of the Lethbridge branch, 


should improperly or 


unnecessarily disclose any communications as between 


the bank and its customer, The Central Feeders 


Association, which were confidential by reason ot their 


relations as banker and customer. 

Now, I take 
exception to the general rule of 
I am going to ask at some stage, 
it) is perhaps. to® early Xo! dovse 


rule specifically whether or not 


1% tnere is an 
privilege there, and 
if not now, although 
now, that Your Honour 


the evidence sought 


on this inquiry, which is a public inquiry I understand, 


is such that you deem it relevant and necessary in the 


public interest that it be disclosed, otherwise we 


will object that it is privileged. So, perhaps I 


had better leave it at that, and 


if the witness hesitates 


or objects to answering we can assume, I think, that 


his grounds are just what I have 


He may be violating a confidence 


endeavored to state. 


of the customer in 
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the bank, and doing it without full justification. But 
if Your Honour should rule it is relevant to the 
fnquiry, and“in the public’ 4nterest,° that the fall 
disclosure of such communications be made, then we will 
gladly make them. 

THE COURT: Mr. Hogg, it-is not I who has 
declared this to be in the public interest. It is the 
Lieutenant Governor in Council who has stated very 
specifically in the Order-in-Council appointing me as 
Commissioner that this Inquiry is in the Public Interest, 
and of course we all must take that asbeing so. So 
that with that there is no doubt that the whole 

Inquiry is in the Public Interest according to the 
Order-in=Council. 

Now, the question of the bank's 
relationship to the customer, I think, is very 
important in this Inquiry in that I have been asked to 
inquire as to what happened, and why it happened. Now 
this organization was based wholly on borrowed money 
from the bank. Without the bank's money it had nothing 
except as the years went by a few reserves and member- 
ship fees. So I think dt-is my duty to inquire’ as to 
the relationship between the customer and the bank, 
not only as to the amount of money loaned, but as to 
the general set up by the bank with the association as 


to the means of control, the means of looking after 
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these accounts, and the general transactions between tte 
customer and the bank. I will rule that any questions 
and answers along those lines would certainly be in the 
public interest as determined by the order-in-Council. 
MR. HOGG: L would Jike to say, Your Honour, 
that the bank is interested in co-operating. 

THE COURT: Yes, I am sure that they would be. 
Thank you very much. 

MR. WEIR: 

You have been sworn M. Campbell? 

Yes. 

You. are Mr. Thomas B. Campbell? 

Yes 

The manager of the Douglas Street Branch of theRoyal 
Bank of Canada in Victqaia? 

Douglas and Pandora. There are two of them on Douglas 
street. 

Now, previous tothat you were the manager of the Royal 
Bank of Canada in Lethbridge? 

Ges. 

And when were you transferred to Victoria? 

I came here---I am going on memory---I am reasonably 
sure 1 assumed my official duties as manager at the 
Royal Bank in Lethbridge on December lst, 1946. 

And you remained as manager in Lethbridge how long? 


I left Lethbridge on May 3lst, 1961. I was transferred 





di 
ii tae (bewsad auwolsoauns'hy 


: i. =f" y ah 
Nf _ BaOLo AEN # vie. Tad? ofiew ff 


i Fa 


y 


5 hy a: ai ec yiniavies hitiow Bad 
- ee Stag re ou ak. s 


SP ymaoriel Suet yee oo, Sel 















sic: vtewy 904 
: ra ; 


FF eaiee rt 


5h 
[sdqQand, «at Brae sr 
ver - wt 


‘i teagan va wsmodt . igs 

rs : 

feyoteds to Avnesd, tess? salgvod sip to “coger 9 
SsinpatY wi i phate: to 
rie 


ags0% wo mend! to ove eua otsdl Taal ae 3 L3R 
| oe a 


fayon. sdt. DD teusnam. sis otaw OY. tine tat Erte 


regieaitens ae aaa 


ere ve. Od x= Rea yal ast 


he > 
Yinsieenst aa Lr=-\ Soman 2G ~ ie 


t 


pe det , tel tseamaneg 


oy wod ea bias, ob eesieae 
; oe stanass Bw ZL -Laet 
Lot 
] ran 


= ea. 


to Victoria. 

THE COURT: 

The first date was December 3lst--- 

No, December lst, 1946. Now, these dates could vary 
a week either way. That is approximate. I spent 
approximately a little over 14 years here. 

MR. WEIR: 

Now, Mr. Campbell, when you were first employed in the 
capacity of Manager of the Royal Bank of Canada in 
Lethbridge in 1947, December the lst, you said, I 
believe? 

teas, 

Was there at that time the account of the Lethbridge 
Central Feeders Association Ltd. with the Royal Bank? 
Not in that name. There was an account "Chinook Feeders 
Association", and subsequently the name was changed 
to “Lethbridge Central Feeders Association Ltd", but 
I can't tell you at what time. 

But it was the same organization? 

Yes, and the same principle of operation. 

Now, Mr. Campbell, in the early days what was the 
procedure regarding the loans? For example the 
specific loans and the specific number of cattle. 
Could you give us a: little help on this? Perhaps I 
could show to you some ledger cards of the Lethbridge 


Central Feeders Association that I pulled at randon. 


er ® 


at : 














TReqe | ay SUT 
sTah 28S 
fie 
nt heyolfadms tarft etew soy ASiW | bisepadt 2 
ss ‘ae i 


at sbaces) to xuen Laveh ‘sn? is {Sasi walt te vat 
7 erat 


we 


{i ,biBe woy ,tsa! adt Aedes ah etd wating 


> eEblwitis!. eX? to Javases, 64). sit Teo0 is Sirs 


} hy 4 






»  ete6 199% Room” titsoece ce aaw eS Ted? 
9 ae 


"hentais sBw 6max sit Vititetoreive 


i = ih 
. P Bob a as —" Sal = e a 
salad * iw od fio Lo £ OBE. B CBA i Lett ne aD ‘bali 


ef 


uf aa Sew ta Hoy - 3 


TrOLtevinegta emae. att 
0 if if an 


‘ sO TSLS sg! 9 sig ronda sian ah 


wae 
id » Rites i 
i ; A ee Ne 
iene saw Jeatiw aes oY rae oa ae Pai ' 


< 
= 
ZF 


‘ ~e fi 
Peay ‘a 
niBot ‘std “acehiee 
j i 
‘ i ad 


7 


a r ims: = 
end widiaAxe 





, F aly 
woilt@eo Io eda “tt fosee deci 


; ire trek el Ct ro ne a 
I agate © reLrne AG ph 


} 
’ 
i 


aaiedetsd sult Yo sinae « 


QO Ee 2. 


ae) = 


I can basically give you the operation of the account 
with us. Is that what you want? 

Yes. dust in general. 

They borrowed money to, for the sole purpose of the 
purchase of feeder cattle. 

The Association did? 

Yes, the Association did, for the sole purpose of 
purchasing feeder cattle for their various members. 
And in turn the Association, as I recall, took feeding 
contracts for the cattle that were given to them, to 
the members to feed, and in turn the member was supposed 
to finish the cattle bought through the association, 
sold through the association, That was the terms of 
the regulations we had with the Association. And the 
accounts were subsequently paid off, and through the 
Assocation, and the Assocation on our books were 
eredited, and reduced accordingly, and it revolved 
from year to year. 

Would you look at the ledger cards invdyving Mr. H. 

A, Jones, Picture Butte. I have picked them at 
random. 

These are association cards? 

Yes. 

I don't know the routine particularly. 

I'm not expecting you to know the routine. But looking 


at the ledger cards, when looking at them and perhaps 
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it may assist in the next question I have. In the 
early days, let us say I was a feeder and I wanted 
to obtain 100 steers through the association, and 
looking at that particular ledger card I would get 
the impression, although it could be incorrect, that 
thee would be a payout before I would enter into 

a purchase on a new cattle venture? 

Well, generally there was. Often there might be a 
carryover. let us say one feeding season that the 
feeder probably hadn't finished his cattle, and had 
a few left, the account to the association would be 
reduced to some extent, and there might be a slight 
carryover. 

Yes. 1 notice in looking over this card there are 
numerous instances where certain cattle came in, 
and then the payout on it, and then the nil balance, 
and then what appears to be another contract? 

Yes. But I can't give any real explanation or 
information regarding another organization's ledger 
cards, If it was out cards I could possibly tell 
you the routine, but you can see here there is a 
contract. Now, that is a debit balance. 

Yes. 

And that would be payouts, and there is a nil 
balance. 


Yes. So on this one short little page of 10 entries 
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there are two references to a nil balance on this one 
page? 

Less 

There are two on that page and one on thispage? 

res. 

And one on this page? 

Yes? 

And two on this page? 

ress 

Arid ‘finally another nil batance “on wthis-partireular 
page? 

Yee. 

All with the same number of entries on the page? 

Yes. 

So that it would appear--- 

That the account revolved. 

Yes. And an attempt to pay out on one contract 
purchased, and one separate cattle dealing before a 
new cattle arrangement was entered into? 

Yes. We kept a record ourselves andof course we only 
posted our records from the information we got ftom the 
association. And we kept our records too. Now,--- 
Your records, you would have had a record--- 

A debit and credit like that. 

On each member? 


Yeso 
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On each member you kept a separate file? 

Yes. I wouldn't say our records would agree identically 
with theirs because we would get information from the 
office of the association and post them to our records, 
and then make the entry on the loans. Now, you speak 
of cattle going in before the other goes out, We 
operated on an annual credit, and the credit was 
reviewed periodically, and the acmunts were---we 
checked quite closely with the supervisor of the 
Association, and then we decided whether we should 
renew that particular members limit or not. 

And I understand you had a summer and winter program 
credit arrangement. 

Yes. That came into being, Your Honour, this @me into 
being early in the 50's when we found that there was 
a female stock bought by the association, and they in 
turn developed into a cow and calf operation. It is 
very difficult going back five years, but as I recall 
it the winter feeding contract we allowed them to 

buy cows and heifers, and in the summer steers, 
according to our regulations were the only animals 
that could be purchased. That was to avoid anyting 
happening to the cows coming with calve, or som thing, 
and then you have a locked in account. 

The reason that you wanted a payout on this contract 


before a new contract was made? 
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Yes. We looked at the basic stock like cows. So that 
came into being early in the 50's when it came to our 
attention, and we split it into two Operations on our 
books, and also in our dealings with the association, 
And in the winter we called it the winter feeding 
and in the summer we called it pasture. And the con- 
tracts that we received were of different colours to 
show the different seasons. That is the way we did 
ity 
Different colours? 

Yes, different coloured contracts so that we would have 
a blue. one, say for. the. winter .of — year,,and then 

a pink one in the summer, and that was so that we could 
tell what particular position a member of the association 
was in, 

And you were very careful to keep them separate? 

Yes, we tried to. There was a large volume and these 
things could happen. 

I'm looking at a statement of your bank introduced 
previously, and it says --"members balance---" 

THE COURT: is that B-l or,.B-2? What is 


the exhibit that you are referring to? 


MR. WEIR: Exhibit B=1. Part of Bxnibit 
B-l, 
THs COURT: That was introduced, Mr. Campbell, 


by one ofthe employees of the bank here at the present 
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time. He was called as a witness and he produced these 
document We were not quite sure whether you would be 
here at that time so we were able to get your records 
«bial 

MR. WEIR: 

And the top of it is headed --"members balance, July 31st, 
1959." And under that is the phrase "winter and summer." 
That is a document prepared by the Association to give 
us data to review the credit when it comes up for 
revision, and that would be brought in by “the office 
Supervisor, and we would review this column with him 
--"limits applied for" and we would either okay or 
decline, or reduce it by negotiation with the Assoc- 
iation supervisor, who always informed us that it had 
been discussed with the directors earlier, 

I see even on this form in 1959 --"Winter and summer", 
aud different amounts and different columns? 

Shall we take one and go across. Now, I have to recall 
this. This is this member's equity in the Association. 
During theyear, July 31st, 1959,° and that-would be 
during the fiscal period of the Association, I believe 
that their year ended then, but I*m not sure. 

THE COURT 

It did on that year Mr. Campbell. It was changed in 

Leb Le 


You understand now I am going back 5 years. 
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The equity in the Associatim is this man's equity, 
his borrowings during the year. The high point was 
$3,000.00, and the date that he was last paid out--- 
MR. WHIR: 

Loe Dil  palence? 

Yes. Was May, 1959. And the date of thé origin 

of this is June, 1959. This is the summer, And the 
number of head is here as 10. The value is shown. 

The estimated value of the livestock was marked there? 
Yes. And these figures are given by the Association. 
$5,859.00 was this man's limit. And then apparently 
he was coming out because there was only $1,000.00. 

I see. And then there is the last statement? 

That is the last statement we have on this particular 
member. 

Toe last financial statement of this particular 
individual? 

Tes 

And in addition to that particular ¢document-wou have, 
for example, a ledger card on this individual showing 
this information? 

Yes, We kept a separate ledger card for each one. 
This information would be posted on that ledger card? 
Not aL vor 1, Noe Portions of-aig,. 1 ae based 

on advice received from the Association office. 


And this last statement, for example, that was referred 
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here, this financial statement? 

¥es's 

And this, the financial statement of this feeder would 
be on this separate file in the name of the feeder? 
Yes, we would have a copy. We maintained separate files 
for each one of those members. 

I was rather impressed with the number of files I 
recall I saw when I went into your bank, and the files 
that you had came up practically to my hips, so we 
just brought in these samples? 

We tried to run and operate this account the same way 
as we operate our branches. 

THE COURT: 

You operated like you--- 

Not exactly the same, but we followed the same basic 
principles. They borrowed large sums of money and 

we tried to follow it as closely as we could by more 
or less giving them instructions pretty much along 

the same lines as if the Lethbridge Central Feeders 
Association was a branch. 

As if it was a branch? 

Yes. We didn't have the same direct data, we just had 
advice coming to us from the office. 

MR. WEIR: 

What was the opinion in the early days regarding cash 


advances? 
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Well, that was always a bone of contention. You mean for 
feed or something like that? 

Just cash advances for whatever the member would use it 
for? 

We didn't feel there were any cash advances, and we 
always argued with them over it. We loaned money for 
the purposes of feeder cattle. We loaned money for 

the purchase of feeder cattle. And in one of 

our regulations it was, in this list of regulations it 
says that themember should have feed or resources 
sufficierm to acquire feed as they still needed it. 
Before they entered into the contract? 

Yes. When we reviewed this. And then, of course, 

those instructions every year, we attached those 
instructions. to. this... They maybe.in the file there 
somewhere because we did sent them out to the 

oLiied. 

So that you frowned on cash advances? 

Yes, we did, but there were times when we had to. They 
insisted on doing so. But they did keep it, as far 

as we understood, on a very small basis. They didn't, 
we were ready to believe if it was selective whether it 
was necessary to finish the man's cattle, and certainly 
it would be very short-sighted not to do so. 

So that on certain instances payment would be made 


directly from the feeder association to the people 
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supplying feed to an individual member? 

What wes that? 

Let us assume that I have some cattle and I want some feed, 
and IT ask ‘the association if they are, if they will 
pay the bill for the feed that I have just received 
directly to the person supplying me with feed? 

We didn’t follow that particular operation so closely. 
You might go in and say I bought feed from John Smith, 
will you pay it. And other times probably the member 
could come in and say --" I owe John Doe for feed." 
"How much do you owe?" "Oh, around $4,500. to $5,000." 
And, we would possibly issue a cheque to pay the feed. 
The mechanics of ‘the operation were strictly within 

the association office, 

What you were striving for was to loan money for the 
purchase of cattle? 

~eSe 

And you frowned on cash advances or any other monies 
not directly invoved in the purchase of cattle? 

lees 

And this document we have just looked at, I notice on 
it a value that you have just referred to. 

This is the number of head. 

And you put an estimated value on those head? 

That document Is in the association office. This value 


here is made by the Association to us, and after all 





7 
Sie i 








q . D = 
COTE - ee nye 
| . 2. : ai : 
a v4 r 2 ave N ‘ i ne 
: Ss : > 7 ets are. 
qed man Ht ib ey baat ds. “s ane vt i ne Ei : : 
: a: hah i a 
ant yeas, gle pee “- rie ie 
a) Lia’ ~ 1K * eer) 
ag $2 "Tee 7 : p 
a ae 
% y=} an ee i 7 ni 
Sp 2 i) i” - Fa “a 
- 7 5 il Si 7 


Al 





















ts on 
4 ' A =~ > e. : * 


A in i) 

Pence feaw I Orr's ofttse sorce syed IT eh 
an yy a? Tetat i) 
Meeukin Yoo? ti ,a ts yedt be cottatooeas 5 vit aa 













aK} ie _ nf ‘ 7 
hevignss few), oved Tt stadt bao? aah wom bpiedie ae hae : 
: aw a ~*~ 
7 v: P 
"paer Afiw 4 1iylgque feared” sit bid : 


1, peyceeols Ga rotisreqo saivoimrag Fane. wottor 
Do dria adol, seul best tiajyod T Yee ee an 
7 “esdnem oft yldsdortg saad tango ba: te ee 
"bes? Yor sot sic swo 1 "== Gee oe al . 
ersten te oy ,006.38 Bbusots ao" "Sowd bay of “ess 
Seneei eit ysq of siipedo a etfest a 


wie tw yitoizte stew notteteqo sir ll 


> oad 924 ox I ,fa@ betool part: Lire as 
/ pet ‘ ou berrstet real 


- 1800 - 


they were the practical ones. We didn't set out the 
value. We, like anybody else, who operated in this 
area pretty well keep some sort of an idea in mind 
what cattle were worth. So we asked them the value 
Ofiethe cattle and if we didn’t like the valuation 

we would question it. This would all come out in the 
negotiations. 

THE COURT: 

I wonder, Mr. Campbell, on those monthly statements 
which --- 

Would you show Mr. Campbell one. The mnthly statements, 
there are lots of them there. Now, who would figure 
the value on those monthly statements? 

We would figure them, but we would figure them in 
conjunction with the office of the association. 

We have quite a number of those picked at random over 
several years, and the value changed. Would that be 
you and Mr. Hatch sitting down and figuring them out? 
Yes, or onerof»the officers’ in the bank. The manager of 
the loaning department. I don’t recognize any of the 
writing here. This is routine work and it would be 
figured out and they would bring in the valvation to 
me or to the assistant manager to see, and if there 
was any wide fluctuation of the cattle holdings with 
the amount of the loans we would check to see what 


was the reason. 
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MR. WHIR: 

Now, what procedure did yar bank follow regarding cattle 
loans? 

Countingthe cattle? 

Yes. 

We periodically went out. We didn’t follow any strict 
routine, but we periodically went out. It would be with 
either the supervisor or one of the field men. It wasn't 
done too often, but it was done very carefully. Some 
accounts had carryovers before we gave them a new credit 
we would go out and see that they had cattle. We did 
have a form. Now, that was the period I mentioned. 

This is an application made by the association supervisor 
when he is putting in---he is telling us the position 

or this account, ‘of this: feeder;> on July 25%th;°19553 

We had the member's name, his address, the date that he 
became a member, his existing winter advances, and the 
date of origin, and the last authorized limit. And 

then the next question is the cash collateral held, 

and the livestock holdings in the feedlot, condition 

of the holdings, the number ready for market. This was 
all general data made up by the association office, 
signed by the supervisor, giving us some information 

we could base our appraisal on for establishing a 

eredit’ for this particular feeder. 


Now, inthe same particular file there is a document 
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which appears to be a cattle count? 

LES > 

Whose writing is this? 

I am satisfied that is the writing of the present 
manager,@atRed«Deery Mr. Kulejebuteceetyeoursen] could 

be wrong. He came in at that time when the industry 
was struck down by foot and mouth disease, and he went 
out and talked to these memvers and took this inform- 
ation. 

On this form it refers to the number of livestock on 
hand, and specifically the calves, yearlings, two year 
glds, cows, heifers, and bulls, and then any other-~-- 
We developed a form at that time to keep as much 
information as possible to try and go along with this 
Matter because, ag I sayy-sanyone imethe business during 
the early 1950's, I think it was 195L or 1952 when this 
epidemic hit, and.it caused quite.a bit of consternation, 
so the banxs, and I'm sure the chartered banks went to 
their borrowers at that time and told them not to 
panic, but we were trying to get this industry back. 
That is why we developed that form. 

I see then on one column that you have the condition 

of the cattle, grass or feed, value, the specific value 
of the individual ones inspected, and the brand, and 
then you have the total value, and then there is a 


mark for deficit balance or liquidation, attitude of 







ase 
‘ A 
2 ooaF ae, og Pas 
106 octet 
etsy ety 
five a- td any Lo. 25 + Iw {2d af ta8eB sri ssatiae, 


















ae 


" ee 


BSvoo | @8iwes to tud ,seiir Mm . Yaad ash ‘g er 
Vataunor aty aeriw emily gan 's ob) emg 3h. ato 5 oe . 
Ake ‘ 
ligew Al DMs ,e@cseealtb tivom baa dont ee £0 woe toms: 


meoini sit aoa! bas etéanmem seadd, of. bea fer bins 
"J el a 













1 e's :. : [ 

- BO so0veevi. to tedmun ety of exetes tt mot eknt at 
a f 

as An, 

(ease Owt .enniixesy ,eoviap eft VLE sobtisoge one ; ba i 


2 a. / 
Pie ; 
_ ae ~* _ Ya rl + oa “ rg / S P ; _ ¥ -, mt 
1A is.) gti Boi’: DAS .~BLinc OCLs , ated Lien +owas *e awk ~ ly 
5 A 7 oe ‘ é i 
; . 
nS (90m 5. yoou oF eat? tags Pe meres ea: a 


th > 7 * r i 
Bigy AvYiw unols on bus yxt of sidiagosg 
| 


a 


apap georiiand edt al anoyia .¢e6 1 a6 mine 
is 

eres Metw S2ef vo ici sagw tt daisy PF ~anoeeet (Se, a 
PHetieare reco. [6 tid B&B olivup, Seauao D2 Saar ee ought 
at fitew edived bototiado edt sane ot ome ose 
a of Jon men? bios Sas ants dadt Ja mer 


a 
2050 Witleibai eidd teyg ot aniyad atew ow- 
: 1 a 






-miol ted¢ bagolerel: as 
io oe 


een ai? #ved soy, tags cites ea - 









sisi Os pinege oi? ,aviav boat = warn, sits 
at Sng: sOHBTO #8¢ bas ,betoeqea- some ieubliy ite wer 
ce) . . ' dbs i > i i: 
Bet stedy nod! bas eosiiay, Letet a 

eh 7! 
) Spurtire motabkopll xe ses 


¥ oe 


= gees) 


the bank, and then the facilities like water, wind 
protectiegn weather shelter, and drainage? 

That is one time we made a complete check. Mr. Yule 
was called in to assist. He had been transferred from 
this branch and he knew the district well, and they 
ealled him back and it took him about one month to 

do it. We went out with the association officers and 
followed this through and to see where we stood. 

How often did you make a cattle count over the years? 
Did syoum policy vary? 

Yes, it varied, depending on the conditions. If the 
account didn't look good we would drive out and look. 
In all cases did you go with a representative of the 
feeders? 

In the majority of instances, but sometimes we would 
go alone. We would be out there on some other business 
and we would go over and look at so and so's feedlot. 
Did you ever check the ledger cards of the association, 
these ledger cards I am showing you? 

Not to any extent. We did several years ago with the 
list of balances we got from the association, and 
basically it was satisfactory,’ I did check one ledger 
eard shortly before the account went to the other bank, 
and it was a small account, but it was an account like 
that, put <I had heard that some of the animals were 


calving, and I told you earlier they were only supposed 
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to be steers, so I discussed it with the association 
supervisor and he admitted that they, that there were 
other animals there, and our contract called for 
steers, so I expressed my opinion and he said thatthe 
account would be paid off, and it was paid off. 

Did you have any discussions with members of the 
Board of the Lethbridge Central Feeders Association 
from’ time’ to tiney 

I mentioned to the President in March or April, 1960, 
and he said that he had spoken to the association 
supervisor, and that it would not happen again. And 
there was one or two others that the cards did not com- 
pare with ours, but we accepted the explanation that 
it could have been bookkeeping erras. 

Did you have any discussions with any member of the 
Board before that time? 

Directly pertaining to this? 

ees 

Yes, we met with the Board earlier in the 50's during 
SHip’ QTEL LeU period ar whe Industry, we me os Guive 
often and sat down and had discussions about various 
member's balances and seeing how we were going to work 
this out, and work that out. Subsequently I never 
attended any meeting, but I did up until---I didn’t 
see too much of the board in the last two or three 


years. 
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Were there any discussions between the bank and the 
auditors? 

Mr. Williams and I have had chats about the operation. 
This would be throughout the--- 

Periodically when a credit would come up. We had 
confidence in the auditors, and he would come into 

the office and I would ask him about particular things 
on the auditors report that he had done, and that was 
that. 

Now, Mr. Campbell, would you tell us a little bit about 
the Steinberg account? 

That was a special proposition. As a matter of fact it 
was set up when I was on holidays and I didn't go into 
it too closely. It was probably a feeding contract-—-- 
It was a feeding contract where they were responsible 
for the purchase of.feed, and the cattle, and the 
association would finish them, and they would take the 
cattle back and from the operation the advances would 
be paid. It was kept separate, I wasn't too directly 
involved with that because the actual mechanics in the 
bookkeeping of the operation, we had a statement from 
the auditors periodically and it was worked out, and 
worked to our satisfaction, and the account was later 
paid out. 

I understand that there were five separate contracts 


involved, and no other cattle were in the corrals as 
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Steinberg'’'s paid for the feed? 

Pardon me? 

I understand that the idea behind this special project 
was that the cattle were to be kept separate. In other 
words the cattle being fed by Steinberg feed were to 
be kept separate? 

Yes, I would assume that. 

Gan you recall any of the further specific matters 
dealing with this particular account? 

The Steinberg account? 

Yes « 

No, I can't. The account was set up, amd it operated, 
and it was paid out. 

THE COURT: 

There is a letter, but where it is—- 


If there was a letter possibly it would refresh my 


memory. 





Do you remember a letter that you wrote to Mr. Hatch 
complaining and objecting to Mr. Jones having other 
cattle in his corrals because the contract was, the 
Steinberg contract was a special contract signed by 
the parties, and they must under no circumstances mix 
these cattle? 

No, I can't recall that, but it came to my attention 
or to our attention, at that time, apparently, and we 


decided to take corrective measures. However, the 
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letter that you say which appears to be mislaid here on 
your files, is it the original that you have? 

Nay 27 “Ds our “copy « 

gay ey Le Ole OOD ys 

Mk. WEIR: 

I was reading with interest other documents relating to 
the Steinberg matter, and this is a letter that was sent 
directly wo you, daved ‘september 22nd, 1957, and it is 
Signed by Mr. Green--- 

Obs “yes. 

---who was a director, and there are several other 
documents that he enclosed to you, several letters 
addressed--—-one to the President, Mr. Houlton, dated 
August the 5th, 1956, and signed by Mr. Green, and 


another one of August the 10th, 1956 to Mr? Houlton 





by Tine Green, ‘August ‘the Tith, Pose; “o We. Houlton 
from Mr. Green. Then a clipping again enclosed. And 
the whole impression I got from reading this letter, 
these letters, was that Mr. Green, who was a director 
at that time, was so annoyed with certain things that 
were going on in the association, and involving the 
steinberg matter, and others, that he got so annoyed 
that he resigned and he expressed ‘the hope in ‘these 
letters, or some of them, that his move of resigning 
would help to point the way to some troubles which he 


felt existed in the association. He appeared as a torn 


- T0ah » 
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in.the side, I suppose, but a lot of people later 
profited. 

Mr. Green wrote me in Victoria and asked me if I could 
recall the letter, and I..said.it would.be:on our.files. 
THE COURT: 

You mean lately? 

Yes, about three months ago. 

Oh, we haven't heard from him. 

So I discussed.it with him and I discussed it with the 
Board, and we let the matter stand. 

MR. WHIR: 

There is a memorandum after that.. Would you like to 
Lookyat 142 

Yes, that is the, that,is-along.the.lines.of itesi had 
a conversation with the President, but I don't remember 
the joint conversation with this party and the Super- 
Visor of ghe» Association. 

So it seems although Mr. Green was doing a lot of 
complaining, and a lot of points were raised, some of 
the points--- 

They were clarified to our satisfaction. 

Now, Mr. Campbell, were there requests from the 
Supervisor, Mr. Hateh, to you regarding changes in the 
initial program md the conditions that were initially 
laid down? 


Uh yes. You mean changes in regulations? 
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Yes.. 

Those changes were, he felt our regulations were too 
Strict “arid “too “stiff “for “the Association, “but “they 
proved over the years, and they were growing, and they 
felt that they didn't need the close supervision we 
were giving them. Our regulations were such that no 
member was given a limit, or a credit limit, without 
approval of the bank. Now, early this year he approached 
me and said there is going to be a meeting of the directors. 
THE COURT: 

1960? 

Yes, 1960, They were going to discuss discretionary 
Loaning limits on their own behalf, that they had 
discretionary powers to give members up to $15,000.00, 
I objected. I asked if I could attend the meeting, and 
I was not invited. It was shortly after that that tk 
account was taken over by another bank. 

MR. WEIR: 

I presume that there would be requests by Mr. Hatch 

to you for “general “increases “im “toter Loans; 

Yes, periodically 

Were there any discussions about loans to poor risks? 
What do you mean? 

Any discussions that you had with Mr. Hatch concerning 
an account for a member that he felt a loan should be 
extended to and that you objected to? 


Yess we didn’ y accep. and "approve crery appricavreon,no. 
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But there were not too many turned down because the 
applications were reasonable, and if they were reason- 
able and were compatible with prudent credit granting 
we would go along. But otherwise we wouldn't. 

This account with the Lethbridge Central Feeders 
Associatim Ltd. would be considered a very important 
account? 

Yes. 

It would be a@ premium account? 

Yes. We would call it a prestige account. 

Would I be correct in assuming that the bank earned each 
year on this account a figure close to around $60,000.00, 
or something like that? 

Your Honour, “is that rebevanw? 

DLE COUR: 

We are just going 6%, and one million dollars at 6%. 

1. can't answer that. 

Were the loans about one million dollars? 

Oh, may I tell that? At the particular time when the 
account was transferred there would be established 
eredite of around ¢1;5700,000. 00. 

So about $1,000,000.00 would be out all the time, 
roughly? 

Oh, I'm going on memory now. We had an overlap of 
winter and summer operations, and they might range from 


three or four hundred thousand dollars to the maximum 
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eredit.s 

The average would be somewhere in between? 

Yes. Arithmetic will answer that question. 

All right, we will answer it ourselves. 

MR. WEIR: 

We have heard evidence, Mr. Campbell, from one director 
where he suggested Mr. Hatch commented that you were 
"Two-bitting him to death", and that it would take about 
two men in the office continually busy on the telephone 
answering your requests? 

Well, when we got information that we wanted to try and 
co-ordinate it with our records, there was a reason to 
call. We wouldn't make a telephone call unless it was 
necessary. We are busy people too. 

Mr. Houlton, I believe said that the transfer had been 
practically completed by Mr. Hatch before the members 
of. the Board really knew about it. And then we have 
anothercomment --- 

I didn't have anything to do with that negotiation, with 
the negotiation with another bank, so I wouldn't know. 

I believe it was Mr. Bradstock of the Imperial Bank who 
made a comment that Mr. Hatch told him that you were 
treating Mn, Hagel like a little boy? 

Well. I wouldn't---I don't think I have to answer that 
question. I was just following what was a prudent manner 


in operating an account using large sums of money of the 
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bank. 

Would you refer again to this particular document for 

a moment please. I have he old ledger card of Mr. Jones, 
I thought I would look to see what the record was on that 
particular document that you have. IG iis ‘under: "cattle" 
in the ledger. $20,088.87? 

Les. 

Now, the number of cattle on handed reported in there 

at that time--- 


165. That was the information, 


That is the information that you got that the amount 


that Mr. Jones owed was $20,088.87, and that there 
were 165 animals on nand? 

That is the information we received from the Association. 
Under what column is that recorded? 

Members balances, July 3lst. 

Since I can come to that figure in the ledger card, 

is this figure which is marked in the ledger card as at 
August the 14th, 1959 the closest I can come to that 
specific figure that you just read is $31,088.87, and 
according to the calculation that I made trying to 

add the ins and outs of the balances on the ledger card 
at that time it indicates that the balance of the 
cattle on hand at that date when the balance really 
stood at $31,088.87, the balance of cattle is really 


59 instead of 165. 
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Weduly Blset? 

Yes. That is the reason we picked August in that particular 
entry was the fact that this balance in the ledger card 
as at August, 1959, is the closest, the last four figures 
agree with the figure that you were supplied with? 

At the end of July apparently the date was supposed to 
be--that this figure was supposed to be taken from,it 
was $33,476.00. 

You are reading from the ledger card? 

Yes. I can't clarify that because we accept this 
information from the office, and we didn't compare it. 
THE COURT: 

Did you know that there was misrepresentation being 
made to you at that time? 

Ne, Indeon ‘dh thinks sos 

There. is a cross!\ against that: name? 

Yes, probably something I crossed there to question 
something. 

MR. WEIR: 

Tfieyou will notice most ofthe names on this list have 
ealittwjle tick mark? 

Yess 

And then when it comes to Jones we see a large "X" in 
addition? 

There was some question there. I can't understand it. 


It was checked for some reason, or questioned for some 


- £16f£ - 





Mo kd edd at fesvava betoiq sw Rosset eee aS 
| rn © Segdel ed? at sousiad eid? tend tosh aust a adel - 
R mot feel odd .teesole” ert st, rOROL_, Peuaind 2 ce , =i : 

| Cdetw bellqque stew why tadd etwglt ait dttw songs i 
et Besoqque eaw otab edt vlinoteggy Ulut to bas oat oA | A 
i $i, worl nexat od of besoqgye saw onwatt atid tedt—ed 
OO.0TH,CE2 wow 

This. Tegbet oft mot? gakbaet ste nur =o 










sidt Jqeoos ew sexvsoed tadt ytiaele t'aso LT .aeY | | A 
fh stagtics #'abth ew bas ,eottto edd wort soktamiotat iy 
| es) ur er 


“Matec moitsineesiqersim asw sist tage, wount oy bic re 
feait tedh te HOY al bam 

08 agit PiobT yolk 
Somer tadt sentege eeow a ef eteaT a 
a Bobteovp, of steds heqnese I gatitetos uidgeone:-<ieuy | a 


| | amt 
moe em Sati afdt to esman oAt to. teou soit For 


as ss 













| ar "x" — & 992 ®W sanok oF « 


ferebas t'as9 1. sorrent, a 
= ieiaaes a 2. wonsen 4 


ae 
i ai i id ; ; aya 
es i, : a amp dn) oy Ey 
a ee fa) - on a 
\\@ See wat). 


ing 
Bb 


- 1814 - 


reason. When I say question, it was marked with a "x" 
for some reason. 

What discussion did you have with Mr. Hatch around the 
time from immediately prior to the time that this 
prestige account was transferred to another bank? 

I would say that I didn't know that there were negot- 
iations like that. This particular account that was 
Supposed to be steers, and had other types of mixed 
cattle, IT expressed my opinion, and I also told them 
our regulationsmust be carried out, that we were not going 
to change our regulations, and if they were not carried 
out we might even withdraw support. But I did not get 
any further explanation, so maybe the negotiations were 
going on with the other bank at that time, 

Were there any other matters that you discussed with 
Mr. Hatch around that time regarding the regulations 
laid down? 

Except the limits, and he felt our regulations were too 
severe, and he said that he couldn't operate it like 

a bank. 

Thee ars ve 

MR. MOSCOVICH CROSS EXAMINES THH WITNESS: 

Mr. Campbell, I am glad to see you back in Lethbridge. 
You were manager of the bank from 1946 to 1961? 

Yese 


So that you had 14 years of the Central Feeders Association? 
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Well, Chinook and Central. 

And then they changed into the Lethbridge Central 
Feeders Association Ltd? 

Yesic 

And you were also unfortunate enough to be bankers during 
the foot and mouth disease? 

¥es. 

Am I right in suggesting to you that the evidence has 
brought out that at that time the company was heavily 
in debt, and I think that they lost about $900,000.00? 
Who said that? 

THE COURT: 

Maybe the company was in debt, but it was the members 
that owed the company? 

Yes. 

MR. MOSCOVICH: 

That they owed the company about $900,000.00? 

Yes « 

And you knew Stewart W. Hatch, and also he took the 
account away from you, and you maybe were laughing 
under coun) jal eeve=~—— 

No, I'm not laughing, this is a very serious situation 
in Southern Alberta. 

And you helped them along during those years until 
they got back on their feet? 


Yes. 
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And .am'tl not ‘right in saying although there were limits 
for which credit was allowed, that frequently, to the 
knowledge of the bank, that these limits were over- 
stepped?” Am ‘I wrong or’ am 1 right? 

At what time? 

During the years, 

Over the period, or over the 14 years? 

Yes, 

Yes... but: that’ possibly irs because, is the cause, rather, 
of ‘some’of these “phone ‘calls that Mr. Hateh speaks of. 
We were called that the credit was being exceeded, 
naturally ne’ would phone, and from the lists of members 
balances that we got at the end of each month. 

I admire your regulations but I will repeat my question 
that the bank knew, and therefore protested to Mr. 
Hateh, or the Directors, that the credit having been 
exceeded you wanted it corrected? 

The credit to an individual member? 

Yes. 

Yes. When it came to our knowledge. We did not agree 
to allow this organization to exceed the limits we set 
down, but they were exceeded at times. 

As a matter of fact you kept the contracts which 
disclosed the credits to each member? 

No, we gave credit limits to each member, and when the 


member,cattle were bought for the member by tlk association, 
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the contract was taken and we held the contracts. 

And is it also correct to say that you terminated the 
purchase of steers or animals, but refused to recognize 
the credits. for feed except in urgent cases? 

I can't say we absolutely refused, no. They took 
matters into their own hands at times. 

I .think that the words my learned friend used were 
that you frowned on feed advances? 

Yes, and we were assured that it would be kept ona 
very limited basis by the officers of the association. 
Now, you say, and you are quite right, that this is a 
very serious matter for Southern Alberta? 

Yess 

This Central Feeders was doing a marvelous job for the 
cattle industry in the South? 

The credit that was advanced gave the feeders an 
opportunity. 

So that the bank and the feeders association were doing 
a good job for the Southern Alberta cattle dealers? 

We hoped that we were. 

Yes, and I quite agree with you. 

No bank loan was made unless it is to the mutual benefit 
of the borrower and that the bank is going to get its 
money back. 

And although the members owed so much money, as his 


Honour drew my attention, during this foot and mouth 
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disease, with a little bit of patience and indulgence 
this was put on a good stable basis before it left 
your bank? 

Well, J would say that it took four or five years for 
many of the members to recover. I think I went over a 
rorm of application, 

THE. COURT: 

May I review a minute in the meeting of February the 
Loth, £955. 

MR. MOSCOVICH: Thank you very much, Your Honour. 





THE COURT: 

"Statement re collection of 1951 and 1952 accounts was 
presented by the supervisor and reviewed by the Board, 
and the following was found. of $936,000.00 owing 
November lst, 1952, $26,000.00 collected by Royal Bank 
financing. $85,000.00 collected by independent financing. 
$32,000.00 collected by one year contract feeding. 
$33,000.00 collected by cash collection. $540,000.00 
collected by sales of livestock. Balance $220,000.00." 
Is that about right? | 

Yes. Harlier in this testimony I reviewed a form of 
information of a feeder, That was at the time that 
Mer, Yule came down to this area, and we went to every 
feedlot and then we reviewed our position from that 
point and tried to work this situation out. 


Pardon me, gentlemen, I think this will be a bit long, 


- &fSf - 


aa RSE wbnt bose soneltsa to red eft tl 8 sie 





















Be etasy vit co mot doot th tad? Wee sige tectem A > 
Ne tay fnew I dais? I .4evooes of etedmen eat To -ysenat a 
nottast tgque Yo. nero 
age Yseutdei io aciiesm eff. nt ot vate = weiter I yt. Q. 
a | oe eRREL GdsVe 
\PeSWGnOH avo ,doium yr0ev uoy Anadt SROTVOOROM aM 
¢ zs , “eanelins ihe i 
Bev siiiro00s SRE tae i2eL to -notteeLfenle+ spameraee ~ p. 


: Pies od¢ yd bewsivet bas toatvisqua edt yd Selnesstq 

© gntwo 00,000, 0ces rv vonvot esw gutNOLioN wutitn  G. 

fi & feyod ud badoslion 00.000,aS¢ ,SeeLt tel tedmevou 

HodwAtt toebnoqsic! \s betoefLoo 00,000,888 -gntonactt 9 

a... sBctbeet tomisnoo tasy sno yd betoet{oo 00.000,SE8. <7 
§ 8G.000,0+2% .coit-silon dese yo beroeEfon 00,000,088 © o 

SH .002000,088¢ soneis .Xootsavit to esine yo betoetion ae 


a 









aid omit oSt te eaw Tadt ences , Saar 
ot tnew ow 690 \ sets akat od 0 Zz 


mort woltteeq to bevelvet Py ; ee 
two noltautie eint 2 now ot 4 


- 1819 - 


so we will adjourn for 15 minutes. 
(FIFTEEN MINUTE ADJOURNMENT) 
MR... MOSCOVICH: I don't want to ask Mr. Campbell 


anything more, 


THE COURT: Mr. Hogg? 
Rise 0G: No thank you. 
THE. COURT: Mr. Prowse? 


Mk. PROWSE CROSS EXAMINES THE WITNESS: 

Mr, Campbell, even in your handling of this account you 
were extremely vulnerable if Mr. Hatch had been dis- 
honest with you? 

We were vulnerable to any deception or anything, yes. 
Anytime there is a dishonest man in an orgaization you 
were vulnerable? 

Yes. All organizations have rules and regulations set 
up to protect them, but over the years organizations 
have had things happen. 

Thank you Mr. Campbell. 

THE COURT: 

Mr, Camhpboell, in’ looking at the ledger carde I find, 
oh, many things that seem odd and strange. For example,--- 
You are referring to the Association ledger cards? 

Yes, and I would just like to ask you a few questions 
about them. How much knowledge did you nave of the 
extensive use of the Association by non-members? 


Well, no one was entitled to credit facilties unless 
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they had a membership. Now, I am going by memory, but 
I. would thinkin their terms of reference there was a 
membership set up, and when we established the credit 
limit, we established a credit limit foreach and 

every member on the basis that he paid his membership. 
Now, that was the basis, part of the appraisal, and 

we assumed, we didn’t go and check, but we asked. 

Did you know that there were two full trays of ledger 
cards Of information on association business? 

Well, in order to try to maintain our records, and 
there were two accounts operating, principle operating 
accounts in our office. I don't want to be too 
lengthy. There was one, one wag called the general 
account, through which chequesand loans were credited 
to eover the purchase of cattle for contract feeding, 
going out to the members under contract. Now, there 
was another account which was called a drover account, 
and that drover eccount was, there was a credit established 
for that account. It was supposed to revolve, in other 
words, a member, as I understood it, and again I am 
thinking back. That account was established and a 
member might have cattle that would be association 
cattle under his credit. He might have cattle of his 
own, so that he would use the facilities of the 
Association to market those cattle. Those cattle that 


he owned he would have clear title to himself, and that 
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would go through the drover account. 

That is the marketing of it? 

Well, he might get an order from somebody who was 

not going to finance, 

But that.is strictly buying end selling? 

Yes, buying and selling. That was called Non-Association 
Business. 

ie ie! a of 

‘Yes. And the reason we split these two accounts was 

nef al that we tried after the end of.each month, and 

of coursethe volume was large, to reconcile our total 
loan for the purchase of feeder cattle to go out to a 
feedlot with the, total of the recsivables., That is 

the members balance is given to us at the end of each 
month. oo. we couldnit do that jt we had ,opher entries 
going through tlre pertaining to what we were told was 
Non-Association Business, so we kept two accounts in 
eroer tO Sry, VO Keep contro] .of aur. loans in relation 
to purchases for members who were financing these 
purchases under contract with the association. 

And this drover account was not supposed to be used for 
feeders? 

No, not to buy cattle. To go through loans granted for 
the purpose of purchasing feeder cattle under their 
eredit. Do I make myself clear on that? Now, in some 


instances it would be noticed, part of it was for a 
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member under his contract, and part of it was for somebody 
else. It would be one cheque so that it would go through 
this Non-Association account, be adjusted into the 
general account by cheques. And then we operated what 

we called a sales account, All sales of cattle other 
than Non-Association cattle, sales of cattle not financed 
under the contract. Into that sales account went all 
their sales, and from that the balance was applied on 
loans and the necessary adjustments by advice from the 
association was---I should not say adjustments, the 
necessary entries in the individual member's account 
record that we kept in a separate book in the office. 

Did you know that there were arrangements for contract 
feeding by, for example Jones with Mr. Kline and several 
other: people, and Weiler and.Williams, and this man in 
the East, Allsop, and all those people? 

Contract feeding, now the association were taking the 
cattle and giving them to the members to feed under 
contract for these individuals, 

Yes. That is in some cases. And in some cases the 
Association, I think, bought the cattle and in other 
cases they didn't. 

I was going to ask you if association money was used, 
Your Honour? 

It is easy to see whether it was used or not. For 


example, you have 100 association cattle and 500 contract 
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cattle, and the feeding is going on, and you wonder whose 
feed was being used where? 

i%ean* topetalhsy 

You can't recall any* situation like that? 

There was one situation of contract feeding, the one 
that Mr, Weir brought up, the Steinberg contract. 

Yes. We found the letter, We never lose anything 
permanently, only for a short time. 

May I see the letter. 

Yes, here it is. 

Yes, that was probably the situation that came to my 
mind; and we decided to do something about it, 

Yes,” Butyou don’t, remember, Mr. Campbell, other 
contract cattle that were brought to your attention? 

I can*t definitely. I do recall that there were some 
in one feedlot that we questioned the brand because it 
was not the cleaver brand, and they said tht this man 
was feeding these cattle for somebody else under 
contract, but I assumed that it would not be association 
money. 

No association money? 

I don't say that it wasn't. I just assumed that. 

You were told that? 

Yes © 

Now, I'm just going to read you some minutes, and I 


want to read them all and then get your general comment. 
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Yes. Was I at this meeting? 

No. Tnese are just meetings. On November the lst, 
1951, at a meeting the question of moving to the 

Bank of Montreal from the Royal was discussed. 

Yeo 7 hat vante ip WEP réetva hp het. 

"March 21st, 1952, the banking committee reported their 
interview with the Royal Bank Manager, and the question 
of finance to members for feed for their livestock met 
Witte Sook reception ..o On May 23rd 2962, try Dahl, he 
saw Mr, Walters, the Assistant General Manager of the 
Royal Bank of Canada and got a good hearing." 

Where did he see Mr. Walters? 

I don't know. "They had no desire to see the 
Assocation fold up or hurt any member and they thought 
that we had expanded too rapidly, and that the manage- 
ment had exceeded good practice in loaning to some 
members. Some accounts were too big. Discussion of 
future ‘policy was to- be ‘held on Local level first and 
recommendations made to Head Office. Mr. Dahl wrote 

a Lettervo Mr Walters coverime salient points," 

And then on September 22nd, 1952. "Aspland will sever 
any private livestock dealings and connections and 
conform to the requirements of the Board and thebank." 
Was there any question of the officials of the corporation 
engaging in private dealings as early as that? Do you 


remember anything atmt that? 
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I can give you a general sketch on it. This was at the 
timeof the epidemic, and we decided that the thing to do 
was to check our position and also review it with the 
Association, and that application I reviewed a short time 
ago with Mr. Weir was the application giving information 
on each member. And then we met with the Association 
and went over thes& accounts, and the supervisor at that 
time did own cattle under contract just like any other 
member would, so that the bank took the attitude that no 
officer of the Association, and I don't. mean the directors, 
ispmean the employees, should be in the deeding business 
or using association funds, which after all were our 
funds loaned tothem for the purpose a buying cattle for 
members, could be used for the purpose of feeding the 
same as other members. I1t was at these few meetings 
that you speak of that they took exception to some of ow 
regulations, and this emanated. 

I notice that on September the 2lst, 1953, the Board 
suggested some of their monies be placed in an account 
that cannot. be.;seized by the, bank? 

I don't know about that. 

And May the 3lst, 1954, --"a meeting to be arranged by 
the banking committee in regards to revolving credit." 
That didn't do too well, apparently, because on May 

the 31st, 1954, Mr. Dahl was empowered to approach the 


bank of Toronto in Edmonton, and the supervisor approached 
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the local bank regarding the transfer of accounts. 

Did you everhear about that? 

No. I heard about the matter of the revolving credit. 
And then on August the 27th, 1954, another suggestion 
by Mr. Dahl that the account be split between the bank 
of Nova Scotia and the Bank of Montreal. The Royal Bank 
Sahd "ne ereditthis efallountilssecurity position’ with 
Regard to certain*accounts elanified,” «That was your 
general rule? 

Yess 

"Reserve money in contract deal with Pacific Meat Company 
be taken out of Royal Bank for protection or placed in 
trust account." Thatmotion was moved by Paxman and 
seconded by Stevens, and it was carried. Did you hear 
anything about that? 

Lheonbhttrecabbsity 

They probably didn't tell you about it? 

Well, I will say at one time that we thought that we 
should have copies of the minutes, but we didn't have. 
Andsthen on VYebruary! thel5th, 1955, there was a motion 
by Keeler and Green that --"Application calling on for 
10 days notice on grass credit, and failing this we 
apply to another bank for eredit." And then on 

March the 26th, 1956 a credit of $250,000.00 set up 

by you for the Association. 


I do recall at that time that we were a little reticent 
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about having cattle on grass at all until we established 
@ summer credit, grass. 

August 6th, 1956, covers the Steinburg deal? 

We had full knowledge of that. 

Was there any discussion with you in those years as to 
with reference of setting up a reserve for write-offs? 
Yes, The bank started those discussions quite early 
before we went into the 50's, and we always felt that 
they were operating, they were a large company making 
expensive credit to many members, and for the protection 
of their membership we thought that it would be wise 

or good policy to set up a reserve along the same lines 
wae bank sets Up its reserves, but 1 believe, I think 
that about the middle of the 50's, or around that time, 

I believe that they started some form of reserves. 

They set up reserves for each member? 

On an individual basis. 

Yes~,arButeno provision tor bad or doubtful debts? 

It was an individual security for that particular 
member, We wanted them to go in on a mutual security. 
Looking at the whole situation, the person with the 

big reserves is not the man that is going to get into 
trouble. It is somebody else with no reserves who is 
going to need some write-off? 

Possibly that was the reason for making it on an individual 


basis. 
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And it was not, there was no, as far as we know, any 
general set up for a general reserve? 

No. We recommended it. 

I notice in 1956 there were several minutes in an attempt 
to set up a general reserve, and it was stall, stall, 
stall, and finally no write-off scheme was set up at all. 
Yes. I don't know, but we were trying to get a reserve, 
which is normal in any business operating on large 
receivables, 

In the early days how were the cheques signed? 

I don't know. 

You don't know? 

No. 

As I read the minutes and listen to the discussion--- 

I believe at one time, and again this is from memory, 
and I am under oath, but I believe at one time thatthe 
President had to drop in and sign cheques, but I 
wouldn't say definitely. 

Was there any discussion with you when the change was 
made? 

There could have been. 

You don’t know? 

No. 

Was there originally two positions in the office, the 
supervisor and another man with authority? 


There was a supervisor, and then next in line was the 
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office manager, and then one field man, and they may 
have added to their staff. Oyr dealings were directly 
with the supervisor, or the office manager. 

Thank, you, very much, 

I hope I have been of some help, but an awful lot of 
this is by memory. If I had a day or two to review the 
files, Your Honour--- 


I'm sure that you have done very well, and I hope that 


your. visit. with, your,tiriends, heres will: repay, your. troubles? 


Thank you. 


(WITNESS STANDS DOWN) 


WILLIS FAWNS, having first been duly 


sworn, examined by Mr. Weir, testified as follows: 
Your name is Willis Fawns? 

Yes, 

Mr. Fawns, am I correct in understanding that you are 
the financial clerk of the Lethbridge Third Ward? 
Thatydise sorrect., 

Mr. Fawns, have you seen this ledger cad before? 

Yes, I have a copy of that in my possession now. 

And in response to my inguiry you did alot of 
searching on some of these specific items mentioned in 
this ledger card? 

YES. 

THE COURT: Which, card, are, you,referring, 40? 


MR. WHIR: This is the Lethbridge Third ward 
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eard. 

Now,| Mr. Pawns,.do you recall if IL asked you to specifically 
check this item marked as a credit in the Lethbridge Third! 
ward account of July 3ist, 1955. I'm not sure whether that 
to+h95¢ sou £9570 Dbabelieve it is July, 1956. Do you 
recall searching---Do you recall seeing this figure before? 
Yes, on the card that I had, and you mentioned the#2400.00. 
Yes. Do you recall I gave you the names of two individuals 
referred to in a journal entry. I don't have that 

journal _entry;.in front.of me now. Do you recall me show- 
ing you a journal voucher indicating the people involved 
in this particular $2,400.00 inasfar as the Lethbridge 
Central Feeders Association Ltd was concerned? 

Yes. 

And did you subsequently check the records of the Leth= 
bridge Third Ward in searching for this $2400.00 item? 
Yes, Lp,duds 

Did you find any record whatsoever, any item marked 
$2,400.00 in the books of the Lethbridge Third Ward 

that would account for this particular item? 

No. I made a thorough search and I found nothing corres-— 
ponding with that figure. 

I show you the two cheques that were discussed earlier 

this morning, Cheque number 11215, dated November 5th, 
1958, which is a cheque payable to the Lethbridge Third 


Ward by the Lethbridge Central Feeders Association Ltd. 
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with a written endorsement on the back,"Lethbridge Third 
Ward project committee. S. W. Hatch, Chairman." 

Did you check through your records in order to discover 
this particular cheque? That is the records of the 
Lethbridge Third Ward? 

Yes, I went through them and this cheque did not go 
through our books at all. 


Did you cheque the deposit books as well? 


All books of the Lethbridge Third Ward? 

res, “And “we ‘nave ‘no record of what. ihey “did net Have 
our rubber stamp on. All cheques that go into our 
deposit have a rubber stamp. 

This cheque in the amount of $250.00, and it is dated 
April 25th, 1958, being cheque number 10438, payable 
by the feeders association to the Lethbridge Third 
Ward, and I see the rubber stamp on the back of that 
one indicating a deposit to your Church account? 

Yes, That went through our records. 

Now, were you able to find the particular entry in your 
books indicating to whom this was to be credited? I am 
not interested in the name, but just to make sure that-—-- 
This occurred prior to my being appointed to this 
office, but I feund it on the records,’ This was 
credited to a member of the Church, and he credited, he 


was credited for a donation to the Building Fund. 
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Now, this cheque, 8070, dated February the 14th, 1957, 
payable to the Lethbridge Third Ward project committee 
in the amount of $3,000.00 by the Association. And again 
having the written endorsement-—-"Lethbridge Third Ward 
project committee, S. W. Hatch." Did you search your 
records to find this particular cheque? 

Yes, Iomade a-tvhorough search and I didn't find any 
record of this, and it does not have our rubber stamp 
Ome T. 

Tnis particular cheque for $3,000.00 under the date I 
have mentioned is recorded in the Lethbridge Third Ward 
ledger card? 

Yes 6 

And that one marked "November 5th"in the amount of 
$1,000.00, it is also recorded here, that is in te 
ledger card of the Lethbridge Tnoird Ward with the 
Association? 

Y@s'. 

You are not able to find records of either the $3,000.00 
cheque that you just saw now or the $1,000.00 cheque? 
No. 

THE COURT: 

Why wouldn't you find the $1,000.00 cheque? Did you 
have any knowledge of this bank statement which appar- 
ently the $1,000.00 was used to pay off the balance? 


That is an account apparently of the Third and Fourth 
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Wards? 

Well, this involved the Fourth Ward, they were together 
only in regard to a building fund. I only have access 
to strictly Third Ward business, so it must, this must 
be separate if this is Third and Fourth Wards. The 
Third and Fourth Ward occupy the same building. 

But you. did, not,.search, that record? 

No,.1 had. no. access to this. record, 

Where would that record be? 

I don't know. 

Where.are.all the records with reference to the building? 
The monies that came in to our ward that were donation 
monies? 

Mes» 

Phe records.of those, coming in, .and .they are credited .to 
each individual donator which are on our records. 

Yee. 

But some of the business, this project committee as 
tLuwee called, I dou*t. know, 

You don't know anything about it? 

No. 

Apparently that was a loan account? 

i heaye been.,in.this position since Pepryary,.1959, and 
I notice these transactions all happened before then? 
Yes. That is why we are having difficulty tracing then. 


I know nothing of this account. 
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Actually, Mr. Hatch has paid, I presume, he has paid these 
items except for the $2,400.00. 

I might mention this, that Mr. Hatch was very likely at 
the head of this project committee until the time that 
the building was completed, which was about this time. 
What date was that? 

This would be, the last date here is 1958, and since then 
there is no account, and that is why it has never been 
brought to my attention because it is likely cleared off, 
because I have never seen this account before. The 
building is completed and paid for, and there is no more 
business in regard tothat. It was finished prior to my 
coming in as Financial Clerk. 

Mk. WELK: 

bn connheetaonewath this cheque dated February 19th, 1957, 
in the amount of $3,000.00, this cheque is payable to 

the Lethbridge Third Ward Project Committee? 

Yes. 

And you were not able to find any record whatsoever of 
this particular cheque? 

No. 

There was another item that I asked you to look up, Mr. 
Fawns, and that was with regard to the $750.00 cheque 
charged to.a member's account? 

Yes. That came in during the time that I have been the 


Clerk. 
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It is not mentioned in this Lethbridge Third Ward account 
at all. It is strictly in the member's account. 

That was a donation by Mr. Hatch to the Third Ward. 

THE COURT: What item are you looking at? What 
te tie account’? 

MR. WEIR: The $750.00 item. 

THE WITNESS: That is*tive “one: that ‘the’’credit, 
that the donation was divided into two different receipts, 
one for--- 

THH COURT: 

nis ve a charge**to Mr. -Johangen*s account ? 

It was 2 different accounts. A receipt was written for 
$684.50, and in December, and another receipt was 
written for $65.50 in January, which covers that amount, 
and it was a donation. 

Written to’ Mr. Johansen? 

No, a donation to the Lethbridge Third Ward by Stewart 
Ww, wetech, and on a Central Feeders Cheque, 

This'’is the same cheque. I don't want to make this 
statement, but are you sure it is the same cheque? 

MR. WEIR: This was the cheque I gave the 
details’ ‘on, Your Honour. 

THE WITNESS: It went through ow bank, and it 
has the stamp on it. 

MR. WEIR: 


What have you written on this sheet here regarding the 
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$750.00 cheque? 

January 7th, 1960. 

THE COURT: 

The cheque that we were looking for is the cheque that 
was taken out ofMr. Johansen's account? 

Thatv-is what I ohavesheard:. Do you haveathe’cheque here? 
IGSis’ notea cheques Yes,rit ag°ea.cheque. It should be 
here. No, we never did have that cheque. Let us look at 
My, -Johansen* sufiléeye.2te#is not in here, 1 know. 

ime cheque is number 13205. 

Well ,-ityis missing. Perhaps°Mr.vPeterson just -over- 
1eoked pulling itoout. 

MR. PROWSE: January 7th, 1960, Lethbridge 


THird Ward§es.750700,013205% 


THE COURT: What is the number? 

MR. PROWSE: 13205. 

THE WITNESS: Yes, and that is the number I 
have. 

MR. WEI: Where is that charged? 

THE COURT: In Mr. Johansen's personal 
account. 

Mk. PROWSE: A cheque payable to the Third Ward 


for which Mr. Hatch received credit. 
MR. WEIR: 
Here is the cheque 13205, January 7th, 1960, a cheque 


payable to the Lethbridge Third Ward in the amount of 


- sat + 
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$750.00 by the Feeder Association, and with the usual 
endorsement on the back, that is the usual stamp endorse- 
ment as far as you are concerned? 

Yess 

THE COURT: 

You say that that was credited to Mr. Hatch? 

Yes. “isiwa'siicredited to lrietatch, 

Hine . 

In two different receipts. 

MR. WHI: 

Now, in your examination of this particular ledger 

card, the Lethbridge Third Ward, which you have examined, 
and you have investigated certain information for us, 
would you say---would it be reasonable for me to say 
that this particular account was including entries which 
involved Mr. Hatch personally? 

I, would think so, yes. 

Just as a matter of interest I show you these two ledger 
cards, and I am wondering if at, if you had any knowledge 
of the existance of these two ledger cards. I didn't 

show these to you before. The ledger cards, as you see, 
are, marked )"S.WeHatch Trust,.Account,, Third Wand.,.:H95." 
Anon tte? still marked the same way im front of it. And 
then as it carries over H 95 into another card which is 
marked "S.W.Hatch, Trust, Third Ward." And it is marked 


out by pen. And then on the other side it is now, it has 
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now become "S. W. Hatch". Did you have any knowledge of this? 
No. What is the final date on that card? 

1961-- December 31st, 1963. 

I had no knowledge of this. It was not in our records 
ects allds 

Hiei a ae LiL, 

MR. MOSCOVICH CROSS EXAMINES THE WITNESS: 

Mr. Fawns, there is a card here, an exhibit--- 

MR. WEIR: Three of them were put in as an 
exhibit together. 

MR. MOSCOVICH: 

Aneexhi bitewer card’ here indicating that Mr,---and I 
believe I am rignt, Your Honour---an account opened 

in the Church's name, F 24 I am referring to. An 
account opened in the Church's name by Mr. Hatch, when 
the account shows a debit of $4,800.00, monies borrowed 
by Mr. Hatch for the Church, and subsequently payments 
made reducing that to nil, That means that he paid 
$4,800.00? 

Yess 

Now, assuming Mr. Hatch made these payments, and you 
will see that they vary from 1957 to 1958 by small 
payments? 

Yes. 

$600.00, $650.00, and so on? 


Yes. 
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Assuming that he paid back this $4,800.00, wouldn't 

he be justified in receiving payment from the company, 
association, which he had made, and to make them payable 
to the Church Ward, and using that money himself. Do 
you see my point? 

I know nothing Sout this account. I know nothing about 
this account. It took place before I became the Clerk. 
If he did pay this $4,800.00 out of his own monies 
wouldn't he be justified in drawing money and making the 
cheques payable to the ward, and using them himself, 
assuming that he did? 

I+can't answer that. 

Now, you have heard---Did you hear Mr. Ray Johanson 

give Wis ‘evidence? 

No. 

Mr. Johanson said that in order ® obtain some monies 
some members would set aside some cattle and the profit 
from those cattle would go towards their individual 
donations? 

I understand that that was done in a few instances. 


Thank you very much. 


MR. PROWSE: I have no questions. 
ME. tLELECEs No questions sir. 
THE COURT: Thank you Mr. Fawns. 


(WITNESS sTANDS DOWN) 
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JACOB THIESSEN, having first been 
duly affirmed, examined by Mr. Weir, testified as 
follows: 

You, arendacob) Thiessen? 

Yes. 

From Bauxhall? 

Yee, 

And you have a farm at Vauxhall? 

Nes . 

And you are a member of the Lethbridge Central Feeders 
Association? 

Yes © 

I. show you a ledger card with your name on it, a ledger 
ecard of the Association. Have you seen this before? 

No. 

You have never seen it before? 

NO. 

Now, in examining your ledger card I see that on November 
the 10th, 1962, there was a nil balance. Do you see this? 
A nil balance on November 10th, 1962? 

Yes o 

Now, after that date your account increased to the amount 
of $29,397.50 as at October 15th, 1963. Is that correct? 
This is the amount I am reading, $19,397.50 as at 

Oetober 15th, 1964? 


NO. 
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Pardon me? 
No. 
Tnat is the amount on the ledger? 


Yes, that could be, but not what I owe. 


Would you think---would you tell. us what you think that 


owed? 

Pues 16 1962? 

Yes. From November on. 
Yes. 

We are interested in from then on when it increased? 
It increased all at one time, but not very much. 
THE COURT: 

Would you speak up Mr. Thiessen so we can all hear 
yOu. 

This is the papers with the steers, and that is the 
Pecerd J have, 

What is the amount at the bottom? 

There are two here. 

MR. WEIR: 

The amount at the very bottom. $11,575.00. That is 
the entry here. Do you see it in your ledger card? 
THE COURT: Is that the first one? 

MR. WEIR: Yess 

Do you see that entry there? 

Yee’. 
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LES c 

Ree COURT: 

What is the date on that? 

Merch 7 Gin. 

MR. WEIR: 

And March the 7th, 1963, appears in the statement? 
EBs 

Tit COURT: 

Have we got the other one for $2,466.00? 

Yes. 

Pie was March. 1s 

Yes. 

$2,466.43? 

YESe 

ine that, totals $14, 041.6197 

Yes. 

Now, you sold on January the 24th, 1964, 48 steers? 
Yes. 

$2 312 a l2F 

YES» 

Now, did you get $1,000.00 on October 19th, 1963? 
Yes. 

All right. Did you authorize a cheque to Ziebert Feed 
tei ted. ror $2,132, 32% 

Yes. 


Did you get a cheque for yourself on February the 17th, 
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1964, for $1,000.00? 

Yes. 

NO we are up to date so far? 

Yess 

Now, did you then get 34 cattle on March the 10th for 
$6,904 30? 

Yess 

Well, we are all agreed then except for the payment 
called interest charged to you every once in a while. 
MR. WEIR: 

I see some supplies here on March the 18th, 1963, 

of $21,00? 

I can’t remember that. 

Can you remember getting supplies with the Feeder 
Association? 

Yess 

Did you make a record of it? 

No. 

There is a membership fee charged to you of $500.00? 
YES o 

And in fact this is the first time that membership has 
been mentioned here, and this is 1963. I would presume 
that the interest would be charged as an amount wild 
come into your account? 

Yeso 


So that it would appear that you received the benefit 














* 


ee sit ‘aot Sq9oxs tent beerge ut 
> welidw a ni goth yveve Wot oF bsartadts + 





+COCL GSS soe. dove! 26 sted 


teds 
t9 bso! sid Adiw sstigque anhiten 


a4 


1 he 


’ i e v: ek | 
| wen zs 
300.0088 io voy o+ togrtade est « aa Bw 
» , ' ei! 
‘ i : gat 


7 one 
Jecnenaaiia tat omtt seake 5 he 


j Bivow I .€8RL at anu pri ered 


i] 
i) 


— rxigome ie Be eaves: dB vow 


4 


-~ 1844 - 


of the membership in the Association without the amount 
being added to your account for at least a few months 
anyway, and according to this ledger card, and I know it 
is not too much money--- 
The COURT: Let's 20 on. 
MR, WEIR: 
THi8.18 an item that. 1 em noet.—— 

What does this mean, April 20th, 1962, 
and it says "insurance 1 steer, $140.41 credit". 
Dae COURT: That would be a loss, Mr. Weir, and 
hesgoe paid for .it, 
MR. WELR: 
And then a reference to life insurance. You understood 
that the association had a rule regarding life insurance, 
if you did not want to obtain life insurance through the 
Association you had to specifically tell them not to 
charge life insurance? 
I have never talked about life insurance. 
Did you know this ruling of the association that if 
you did not speak up that you were insured? 
Hoy nl -dad nt know Thats 
Now, here is a charge "Lethbridge Animal Clinic $92.00, 
October the 29th, 1963." 
Yes, 
Is that all right? 


YeSo 
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And this is another one to the Animal Clinic, $181.45? 
Tees 

And you recall this being correct? 

THE COURT: 

What happened, Mr. Thiessen? 

i+ if hard to say. 

Why ---did they come out t try and find out what had 
happened? 

i salled “them. 

What happened to your cattle? 

I nad them on feed for about two weeks. 

After you got them? 

Yes. I had them on grass first, and then in the corral, 
and then on barley and wheat md oats mixedfor two 
weeks, and they ate about 8 pounds all ready, and then 
I switched to straight barley and then they got sick. 
You fed them on a mixture for how long? 

Two weeks. 

Two weeks. 

Yee. 

And did you gradually change? 

Not very gradually. There was more barley than anything 
else, and that is when they got sick. 


Did you put them on full feed of barley quickly? 


No. I fed them by paid for two weeks, and then I switched 


to the self-feeder. 
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And tnen when tne Vet came out could he find out what 
nappened? 

He figured over-feeding, and everyone that they treat 
died in a few minutes. And the fellow from Lethbridge, 
I forgot his name, he operated on seven of them and they 
all died. 

And did they tell you what they thought except over-feeding? 
They sent some to the laboratory, and they have big 
names there which I don't understand. 

You haven, sormec xmeport? 

Yes, I have somewhere. 

Ti COURT: 

This is a report dated June the 24th, 1964, from the 
Vevernarian, ©. H. Chapien, Box 267, Lethbridge, and 
tole Becords.is: signed by Ry S&S. Little, Now, he de 

a Veternary Inspector? 

Yes. And the men from Taber came out and stayed for 
two days, and they left, so I called Stu Hatch and 

he serntone out, and they operated on seven and they 
still were dying, and we called Little out. 

I don't blame you for not being able to understand 
this, Thiessen. 

(VETERNARIAN'S REPORT READ) 

Now, I agree with you that that ispretty difficult 
unless somebody was here to tell us what that is all 


about, but apparently there was an ulcer. 
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They didn't know themselves what it was. The first 
two said to put them on water, and the other one come 
and said for God sakes take them off water. And then 
when we put them on water they died right in the 


trough, 30 in one day. 


And as a result how many animals did you have altogether? 


200. 
LOO? 
¥es. , 99... One. died. before. 


And how many died altogether? 
by ae 


oe 

Tee. 

And that left you with how many? 

48. 

So after you sold the 48 you owed the Association 
around $6,000.00? 

Y@e. 

And then what did they do, wy SO help you out, or 
what? 

When they died I went to see Hatch and he said—--—"I will 
help you out. You finish them and then you can work 
some Off," The price didn't, 20 up, end he paid for the 
feed, and after that he said--"Don't worry, we will 
help you out again." And he shipped in steers and 


worked it off lke before, 
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And then what did he do? Did he ship you the steers? 
No, he shipped me those cows. 

How many cows? 

34. 

And wnat are you doing with the cows? 

Feeding them. 

Are there calves? 

Noy nOU Very many, 15. 

Why didn’t you “have -a good “calf crop Last year? 

I don't know. I had diarrhea with them in the spring 
and “1 Tost ‘quite a-few; "and lots of them the cows did 
not have milk. I don't know where the cows come from. 
fe *eard: Prineher Creeks" "They mever seer anyvhnay. 
What was that? 

That “they never had’séen -anyhay. 

Before or after? 

BELores 

Are they getting better now? 

A*tattle. 

You are in a badposition with the Feeders. You owe 
now what? 

MR. WEIR: Approximately $19,000.00. 
THE COURT: 

Can you see any way out? 

No; not very much. 


They put these cows into you at $203.00 a head? 
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Yes 5 

Was that a fair price? 
Last spring it was, yes. 
Well, we were just wondering why you start out in 1963, 
im Mereb of 1963... not owimge the, Association anything, 
and then when the association is in difficulty you owe 
$19,000.00. We wanted to find out why, and you have 
told us. 

And there were some old cows that should be replaced, 
and I can't do nothing with them because the cleaver 
brand was on some of them. 

I am sure if you came in and saw the bank something 
could be worked out. The only hope that they have 
with you is to work with you and see if they could 
work it out, and I am sure that they would be willing 
to settle with you on some very reasonable basis? 

I was there a couple of times already and the ees 
wasn't home. 

Well, 6 diaeahere today. I think that it would be 

a good idea if you went in and had a talk with him. 
The only hope for you is to get on a friendly basis 
with the bank and see if you can work things out. 
Well, I have to be friendly with everybody. 

Are there any questions gentlemen? Thank you very 
much. 


(WITNESS STANDS DOWN) 
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In other words just the actual amount that you owed 
the Association? 

I got an itemized statement of what business I did. 
YOM Gaidy 


Yes. 


50 that you have the particulars of all these transactions? 


Yes « 

In analysing your account last night I noticed that on 
November 22nd, 1961, and if you will look at it with me, 
you will see that the ledger card has a nil balance? 
Yes. 

Now, since that time it has increased to $42,081.15 

as at October the 15th, 1964? 

Ten. 

According to the ledger card? 

Bg a 

And in the interim it has gone up and down, and I notice 
for example that it hit a peak of $67,708.17 on March 
the 15th, 19637 

Lee Bit, 

Did you keep records of your own? 

Well, we kept an account of the cost of the cattle and 
the amount we sold, and the feed. 

And you compared those ---you compared this with the 
information that you have just told us that you got from 


the Feeders? 
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Yes. And it seems to be right. 

Now, I have in front of me a summary of the transactions 
from that date I nave referred to. Perhaps I should ZO 
back. Going back from November, 1961 to December, 1962, 
there were total sales of $77,742.51? 

Yesrs 

Involving 297 animals. And in the same period there 
were purchases in the amount of $54,258.38, and this 
involved the purchase of 436 animals. Advances to you 
in the same period of $53,224.00. Supplies, $607.95. 
Imterest. iat $3 .226.'50 « That ie Lor artotalcon this 
Side. ofethe Ledger ‘eard tot $111 p2L628 3? 

Yes 

And if you subtract from this figure theamount of the 
sales that I have just referred to it gives a debit 
balance of $33,456.00 and some odd cents? 

Yes. 

And as you see, according to your ledger cord, this is 
what the figure represents in your ledger card, 
$33,456.00 and some odd Cents. 

¥@Gic 

And then moving to the next period, bringing it up to 
date, we have sales, additional sales of $77,850.78 
involving the sales of 340 animals. MThere was an 

item for cash return here of $15,010.00. And then 


purchases of $50,730.65, and this involved 380 
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animals. Advances of $45,172.72. Supplies, $137.50. 
Interest for 1963 and 1964, $3,593.43. 1964 $1,851.26. 
Theas,.d8 or. totel of $101,485.56. Adding to that 
the debit balance we referred to previously of $33,456.69, 
making a total of $134,942.25. This when related to 
these items we have just referred to, your sales and 
cash return, gives you a debit balance of $42,081.00? 
ves. 

And this is what appears in your ledger card, $42,081.00? 
Yes. 

So it will be pretty well adjusted here except for the 
fact when adding the number of sales and purchases 
involving this specific, involving these specific 
cattle, instead of 1863, according to the ledger card, 
we appear to be out by 4 animals, which I think is 
pretty close? 

VOB o 

THE COURT: 

Do you still have the 182 or 183 on hand? 

Yes, 612,» .L, Raves 

What are they going to be worth? Are they steers or 
heifers? 

Mostly heifers, and a carload of steers. 

Why are you keeping them so long? 

Well, I had some corn sileage which I fed them, and 


then I thought I could sell them to the feeders, but 
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the feeder market wasn't very good last fall, so I 
decided to hang on to them and try to finish them out 
tO gain some equity in them. 

When they are sold what will they bring? 

It would depend on the price. 

Say around $20.00. 

Ee vert “G205 45S? Soh! that woula@ Oring an close +6 
$36,000.00, And then there is the cost of cattle and 
LEEO . 

Who supplies the feed? 

I made arrangements with the bank. 

Tuis indebtedness you have all arranged with the bank? 
Yes; PVhave - 

I was just wonder ng what the thinking was on the 

a7 throrDetember "1962, when you sold $215906040,°90 
head, that is 40 heifers and 50 steers, and the next 
day you got a cheque for $18,000.00? 

That was to cover my bank note at the bank. 

Cover what? 

I had a bank loan and I had to cover it so I porrowed 
EUs 

Who was you bank loan with? 

The Royal Bank of Canada. 

This is one that is not one of the Toronto Dominion. 
And you owed the Royal Bank of Canada $18,000.00? 


Yes. 
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How long had that loan been outstanding? 

viiet One” year .I-yuet had borrowed it, and it was time 
for renewal. 

And instead of renewing it you went into the feeders and 
got paid off? 

well, I think I had some equity coming, and I nad a 
little insurance and I asked to borrow the extra to 
cover the loan on the stock that I had on my own other 
wWiem the feeders. At that tite 1 hed around 100 head 
of my own stock. 

Have you still got those 100 head? 

I have 65 now. 

65 head now? 

Ess 

It looks to me like the Feeders were in the banking 
business once again, were they, with you? 

Well, I vorrowed more or less on my other stock other 
than feeders. 

But you gave ne security? 

Well, took it for wanted that they loaned me money on my 
own stock, cows and calves. 

There was no chattel mortgage? 

No. 

Hereecupity., ‘You dudn’t sign anything? 

No. 

You juet got a cheque? 


Yes. 
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And that was on the 28th of December, 1962. All right. 


Are» there any questions? 


MR. MOSCOVICH: No sir. 
MeO EL? Ue No thank you. 
MR. PROWSE: No questions. 


(WITNESS SANDS DOwN) 

MR. WEIR: Your Honour, there are no further 
witnesses I will be calling. I understand, however, that 
Mrge Leitcin wild be: callings somebody. 

Mike * GELUGEH: Yuur Honour, I would like to 

call Mr. Williams. 

JOHN ANDREW WILLIAMS, having first 
been duly sworn, examined by Mr. Leitch, testified as 
follows: 

Mr. Williams, on one of the earlier. occasions when you 
were on the stand his Honour raised the question of 
whether the gia tg should have checked, whether the 
auditors entinvutas been taking an inventory of the 
cattle, and I understand that since that time ya 
carried out an investigation into the auditor's practices 
in similar situa#ions. 

THE COURT: I didn't say that auditors should 
have taken an inventory. They should have based their 
audit on the inventory. JI wasn't asking Mr. Williams 
to go out and personally count all these cattle. 


MR. LEITCH: Yes. I understood that sir. 
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You have, Mr. Williams, carried out some investigation 
into that practice? 
Yes. We endeavored to make as broad a survey as we could 
within a reasonable distance of this area, We surveyed 
throughout the Province of Alberta and in B.C. and we 
have also made inquiries into Saskatchewan and into the 
United States. 
Il understand that you have got in touch with some 
organizations which have an operatim similar to Lethbridge 
Central Peeders: Association Ltdsye is: thatorrect? 
Yeu. 
And one of those organizations was the Southern Alberta 
Co-op, ais that correct? 
You. 
Do you have with you a copy a the contract used by the 
southern Alberta Co-op? 
Yes 
Perhaps that could be Sacer ae Sh (S2ni oly, Your Honour? 


BPXSHIBIT NO. 2 26 
Contract of Southern Alberta Co-op. 


Is that---is, sir, the Southern Alberta Co-op business 
Similar in nature to the Lethbridge Central Feeders? 
Very similar. 

And roughly what was their volume per year? 

Our advice is that it was in the range of three quarters 
or .@& million dollars. 


Per year? 
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Have you obtained information as to their practice with 
respect to keeping books on accounts owing by the farmers, 
and the number of cattle? 

Yes. We had a conversation with Mr. Kad Clayton who had been 
office manger of the Association for a number of years, 
and retired just a few years ago. His advice, or he 
suggested to us that they considered the agreement, the 
conditional sales agreement, the cattle were invoiced 
out and recorded as accounts receivable,and presented in 
that form in the statements. 

The statement that you are referring to is the auditor's 
statement? 

Yes, the financial statement. We endeavored to contact 
the auditors of the association, and we have contacted 
their Head Office in Regina, and we followed it up by 
contacting the man in Edmonton who came down here and 
Bugived, a.Mr. We J. Chyzyk. 

LGB « 

And he advised us that it was not part of their audit-—-—- 
actually, according to his advice in the last few years 
he said there had been no carry over of cattle, and 

in his experience they nevermade a cattle Bcecount, but 
actually in the last few years being there was no cattle 
acount it was not an issue. 


Previous t that there had been a carry over of cattle? 
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Yes.. 

Now, in the Southern Alberta Co-op's records they did keep 
an accurate count of the cattle? 

Well, our advice is that they kept the ledger card very 
Similar to ours, that the, with the value of the cattle 
going in and coming out, and with the column at the 

side forthe control of the inventory. 

Do you know whether they kept that up to date? 

According to Mr. Clayton during the period that he was 
with the Association he said that there ig irregularities 
that wouldcreep into it. They would charge the cattle 
in according to the invoicing, creditthem out according 
to the sales, but there would be death loss and things 
that they would be advised of that they would make notes 
Oly. but he said it was diffiewt to keep accurately. 

I understand, sir, that you also contacted the people 
that looked after the books of Weiler and Williams in 
Edmonton, is that correct? 

Yes. I contacted their auditors, who are Clark Clarkson 
and Gordon, of Edmonton. I have spoken with both Mr. 
Keith Anderson and Mr. Alex Eston. 

This is a private business? 

ves. 

And operated much along similar lines to the Lethbridge 
Central Feeders Association Ltd in the sense thatthe y 


took in cattle and placedthem with the farmer to feed 
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or .contract? 
Yes, and their volume would be about one million dollars 
a “year. 


Have you a copy of their contracts? 


TH COURT: This is a contract on a@ gain basis. 
Me. EPMICH: It is a conditional sales contract. 
HE COURT s 


But is the feeder paid so many cents a day or so many 
cents a pound on gain? 

No, it is like our own very much. 

The ones around here have been on a gain basis, haven't 
they? 

Tuere are some here in this area financed very similar 
vo these. 

MR. LETICH: Sir, we have endeavored to contact 
people where they were not fed on a gain basis because 
that is a different situation. Now, as I understand it 
this Southern Alberta Co-op And this one we are now 
introducing, the cattle are supplied and the farmer 
supplies the feed? 

THE COURT: We will ‘mark this’ A~27. 


KXHIBIT NO. A-27 
Weiler and Williams contract form. 


Mi el PCG 
Now, what was their practice with respect to basing an 
audit on a cattle inventory? 


They treat the contracts as accounts receivable, and 
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they obtain the positive confirmations very similar to 
the ones we had. 

And they do not base it on a cattle inventory? 

they make no reference to a cattle inventory in the 
financial statement. There is even no reference made to 
the security under the contract. 

And you also got in touch, I understand with Myers 
cattle company in Saskatchewan? 

I might also say, sir, in their audit procedure it was 
not a part of their program to make a cattle count. 

You. are still talking of Clarkson and Gordon? 

ies. (he auditors. 

But the Weiler and Williams business? 

Yes. 

Let us move on to the Myers Cattle Company. Tht, as I 
understand, is a Saskatchewan Company? 

Yes, located in Saskatoon. 

i gam also told that it ig similar in nature to the 
Weiler and Williams operation in Edmonton, is that 

Sor Tec 7 

Yes, very similar and very much the same size. 

Did you obtain information as to their auditing method? 
I spoke to C. W. Warden of Ross, Touche, Bailey and 
Smart, who are their auditors. Their contract, it is 
in the nature of a conditional sales contract, and 


they present the information in the financial statement 
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as accounts receivable, but they do make reference to 
the cattle security. They say accounts receivable 
secured by cattle inventory. 

Do they do an inventory? 

No. 

Or a cattle count? 

Oh, pardon me. They do make a practice of taking, of 
checking some of the cattle in the close proximity of 
Saskatoon, but in these feedlots that are adjacent 
there, there is some involvement with a firm in Winnipeg, 
and the arrangement with the Winnipeg firm is that they 
do make an inspection of cattle. But he also indicated 
that they were not too proud of it in the sense that it 
was not one that verified brands. 

They did not verified the brands on the animals? 

No. There is a perpetual inventory of animals kept, 
and this perpetual inventory is related tothe yards. 
But being that it is in the winter it would require, 

it would be a long process to read all the brands, and 
in the arrangement with the client it is not asked for. 
There are also two banks involved, and they don't 
require the reading of the brands. 

Did you get in touch with any other companies and 
associations in Saskatchewan? 

Firstly, we, I mentioned we contacted the auditors of 


South Alberta Co-op who have their head office in Regina, 
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And they referred me to Ross Touche in Regina, and they 
proceeded to refer me to Mr. Warden, whom I just 
referred to. And they also mentioned that the Saskatchewan 
Wheat Pool have some sort of a feeding arrangement, but 
I. find out that this is conducted through a subsidiary 
known. as the Saskatchewan Co-operative and Credit 
Association Ltd. We were in touch with their auditors. 
Now, we have a, one of my partners communicated with 
him last week and the note was misplaced, and I phoned 
him this morning and the senior partners were out. The 
chap in the office that I spoke -to was not a partner in 
the firm, but in his knowledge of the account he said 
that they never made a cattle inventory. 

Was this a similar type of operation to the Lethbridge 
Central Feeders? 

YOS sek, Ue, “Very. similar. 

Now, I understand that you also got in touch with some 
meople sim Si. Pailes ls that correct. 

We made some inquiries in the United States. Firstly, 
we contacted Price Waterhouse in Calgary and they made 
some phone calls on our behalf. It happened that one 
of the partners from the Dallas office was in Calgary, 
and to their knowledge they knew of no job that was 
Similar. J phoned Mr. Linnenooth, whom I know personally 
well, and who is well known in this area, and knows the 


wa) 


Lethbridge Central Feeders real well. He is part of a 
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very extensive cattle operation in St. Paul, and I thougt 
that that would be a good source of information as to 
somebody that wuld put us in touch with a firm that is very 
similar to this operation. He referred us tothe Farmers 
Union in St. Paul, and we have been in touch with a Mr. 
Bob Olson, C.P.A., who is the auditor of that association. 
And in our conversation with him he indicates that it is 
about a three million dollar operation on a feeding volume, 
and that the form of their feeder agreement is a chattel 
mortgage security. He also mentioned that there is @ 
perpetual inventory kept on cattle, but so far they have 
not been required to make any physical inspections of 
the cattle. Now, last Thursday he promised that he 
would sent me a fairly long letter outlining thenature 
of the association, ana their approach to the audit, 
and when it had not been received on Tuesday morning 
I put in a phone call again and I was informed that a 
letter had been written on Monday evening and mailed 
and I checked at the office just before I came and we 
still have.not received its, 1 would. like’ to turn it 
in to His Honour Judge Turcotte when it is received 
if.J may 
THE COURT: Yes. We will mark that as 
A-28. 
EXHIBI' NO. A-28 
Letter from Bob Olson not yet 
received. 


Mk. LEITCH: 
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You have referred to two similar businesses in Saskatchewan, 


and two in Alberta, and one in St. Paul? 

ES ¥ 

Are those the only five businesses that you have been 
able to locate where their operation is similar to that 
of the. Lethbridge Central Feeders Association? 

We have made an inquiry in B.C., and according to our 
information from two sources-~-- 

I was going to come to that. These are the only five 
that you have been able to locate? 

Tess 

And you made inquiries in British Columbia? 

Tes. 

From Accountants there? 

Messrs. Rudd, Gold and H11i0t of Kamloops. 

And you were unable to learn of any similar business 

in British Columbia? 

“ess 

And you have learned of two similar ones in Alberta, 
two in Saskatchewan, and one in St. Paul? 

¥ese 

And you have made inquiries from a number of people in 
Alberta, and from a number of people in Saskatchewan? 
Yes. Most of our inquiries in Alberta were made through 
the Provincial Government guarantee association, and in 


alivinetances’ there, they“havé no carryover of *tattle 
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at the year end, and the accounts are cleared up before 
the statements are submitted. 

And you had inquiries made in Dallas? 

Yes, through Peat Marwick, and Mitchell, in Calgary. 
And Denver? 

Yes, through that same office. 

How many people have you contacted to get information 
on this matter? 

would "pay L6O°to 16 firms sli told, 

In those areas in Canada where you would expect to find 
cattle being fed? 

Yes, 

Now, Mr. Williams, could you give us any estimate of 
what it might cost to have the auditors do an inventory 
check? And by that I mean personally test the cattle 
inventory by inspecting a percentage of the animals 
that you feel would give you an accurate guide as to 
the accurate inventory record being kept by the 
Association? 

If it was a matter of making an inspection of inventory 
iG 18 our opinion that 1t would have to be at least 

20% of the account, and this check would have to be 
conducted on a surprise basis. Andunless the brands 
were read it would not serve a great purpos. Now, 
reading the brands in the season of the year when this 


inventory check would of necessity ve required, we feel 
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it is a larger job than the balance of the audit. 
Than doing the audit? 


Yes. 


‘Now, was your firm, sir, or anyone in your firm ever 


consulted by anyone from the Lethbridge Central Feeders 
Association Ltd about, firstly, who was to get credit? 
No, never. 

Was anyone in your firm ever consulted about how much 
credit anyone was to get? 

No, never. 

Was anyone in your firm ever consulted about any part 
of the Lethbridge Central Feeders Association Ltd 
business? 

Not in the operation of it until it got into the stage 
that we have been in since March. 

Until March, 1964? 

Yes, 

Your work then was restricted to preparing the audit? 
YeEse 

Now, sir, I want to ask you one or two questions in 
connection with preparing the audit. Would you, at 
any time, during the preparation of the audit discuss 
with Mr. Hatch the accounts receivable? 

well, our procedure was that, firstly, right at the 
close of the year end or within a few days after, as 


soon as the ledgers were fully posted and available 
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the verification statements would go out. And in the 
late stages of the audit examination during the years 
that I was involved with the work I would sit down for 
generally four or five hours, four hours usually, with, 
from the point of view of reviewing the accounts and 
discussing them, and our procedure at that time would be 
for myself to take: the trays of the receivables and 

our working papers, and Mr. Hatch would be at my side 
with these, these big bank forms that have been submitted 
as evidence earlier, and we would go through the accounts, 
generally one by one. And then following that we always 
made a practice of attending a Board Meeting. It was 
‘usually a special Board Meeting. And we would be from 
two and avhalf to: three hours, or aditdtle: Longer, 

with thie board. Generally about one third of that time 

was spent discussing the accounts, and the balance of it 
spent discussing the rest of the aspects of the financial 
statement. 

It was your practice during the years that you were 
involved in the audit, and that was up to and through 
1961? 

Yer. 

It was your practice to spend a lengthy session of 

three or four hours or so with Mr. Hateh reviewing 

the accounts receivable? 


Yes. 
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And then a shorter session and with Mr. Hatch and the 
Board of Directors reviewing the accounts receivable? 
Yess | 

Who was the partner in your firm in charge of the 
audit in 1962? 

Tue 1962 was the responsibility of Mr. lan Kinnell, a 
Gar iner aimacuxr fiz . 

Have you ascertained what prectice that he followed 
jan 8 962? 

Imethe “yeareh962 it was) Mresrled Erdman of theoffice 
that reviewed the accounts initially with the super- 
visor, and Mr. Kinnell reviewed them with him, and 
the observations given to him,and then also appeared 
at the Board Meeting and made the review there. 

Mr. Kinnell met with the Board of Directors and reviewed 
the accounts receivable in 1962? 

Yes; for the year 1962. 

And Mr. Erdman reviewed them with Mr. Hatch? 

Yes. 

Prior to the Board Meeting? 

Yes. 

That is all thank you. 

MR. MOSCOVICH CROSS EXAMINES THH WITNESS: 

Justvene or two questionss eMr. Williams, isn’t it a 
factobhat hadi Mr. Kinnellrinel962ycor anytether auditor 


in the years gone by, interviewed the bank manager, and 
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you know what I mean, and got figures from him, that 
the discrepancy would have become at once noticable 
between the credits allowed and the credits ordered 

by the bank? 

Yes. If we, if our list had been compared with the 
bank at an earlier date. 

And as a matter of fact Mr.Kinnell did do that in 

1964 and at once became fearful of the result. That 
was for the year 1963 he interviewed the bank manager? 
The interview of the bank manager pertained, took 
place in the fall of 1963, when the audit program was 
being prepared and at thet time the information that we 
got from Mr. MacLean was some suggested names we might 
use in our test. 

And it was not like going out and counting cattle. I 
don’t, blame them for not sending yow out’ to Look at 
cattle. But this was a simple office job, wasn't it, 
to examine the records of the bank and compare them 
with the contracts and compare them with the actual 
records in the office of Central Feeders? 

Well, the information that we were given, was that 

the list of accounts receivabie which was prepared 
for us when verifications went out was a copy of what 
had been given to the bank earlier. 

I’m not questioning the truth of your statement. But isn't 


it good auditors practice, good chartered accountants 
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practice not often to 
but to go behind that 
really is? 

We were not accepting 
ment which we checked 
Thank you very much. 
MR. LHTITCH: 

IT would like to clear 
MR. MOSCOVIOH : 

wrong impression. 

MR. LEITCH: 

inference was that Mr. 
the bank's statements 
THE WITNESS: 

view to eheeking that 
a view to examine the 
MR.. LELTCH: 

And during the course 


what happened” 
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take the word of one of the officers, 


and find ‘out what the true position 


uls. word. We were accepting a state- 


with tthe ledgers. 


T am probably out of order, but 
up a wrong impression left--- 


I didn't intend to leave the 


You dian't intend at, but the 
Kinnell had gone over to check 
ef accounts receivable. 

No, we never went out with the 
statement. We went over with 


eontracts filed with the bank. 


ef reviewing the contracts 


The List of accounts which had been submitted t the 


bank was laying there, 


THE COURT: 


(That was in March? 


Yes. 
Mot dim the fall? 


Not 


and the differences were noted. 
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You spoke a minute ago about what happened was in the 
fall. You are talking about the spring and Mr. 
Williams was talking about the fall a minut ago. 

Me eebellor: No, I didn’t understand that 
sir. I think what had happened was this. Initially 
Mr. Moscovich asked a question about Mr. Kinnell 
going over to compare the bank statements of accounts 
receivable, and that referred toMarch, 1964. And 

Mr. Williams gave an answer referring to a meeting 
with the bank in the fall of 1963 when they discussed 
what accounts that the auditors might look at during 
the audit. The two meetings were not connected, 

and the discovery and discrepancy was not associated 
in any way with a meeting in the fall of 1963. 

THE WITNHSS: Yes. Actually I just got half way 
through that explanation. 

MR. PROWSE: 1 have no questions. 

MR. WEIR CROSS EXAMINES THE WITNESS: 

Mr. Williams, I was going over some of the documents 
submitted this morning in connection with Riverview 
Farms, and I see on one of them ---One of them is a 
cheque which was dated December the 6th, 1963, being 
cheque number 5727, in the amount of $1,000.00, payable 
by the association in United States Money order. And 
at the bottom of the Journal it refers to Riverview 


Farms, $1,000.00. Now, is this the item that we dis- 
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cussed when you appeared in December, or was there any 
reference to this at all? I am not sure whether it was 
or wasn't. Do you know what this particular money order 
represents? 

I have no knowledge of what that represents. 

You don't? 

NO. 

I thought there was a conversation that we had when you 
were here in December regarding some item involving a 
Mr. Thompson of Sweetgrass. 

MR. PROWSE: $1 7500200. 

Mk. WEIR: 

Well, this is the same cheque? 

low, Loun vnoneud ein ctheyaccount — the tN oul. eB. oledzger, 
fonthe .accounpuel dirssk. iALbsoparadd aunder ldate sof 

May 27th, 1962, there is an entry for a purchase of a 
United States money order in the amount of $1,500.00, 
and as I recall the posting at $1,635.00 and something, 
i opeirevy ¢ 

And you were asked at that time if you would contact 

Mr. Thompson, and I wonder if you subsequently contacted 
him? 

I contacted Mr. Thompson on the 5th of January, and I 
asked him if he cald get information on what that cheque 
was for, that payment was for, and he contacted his 


accountants in Shelby and advised by telephone that that 
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was the repayment of a loan which had been made personally 
to Mr. Hatch under date of May 23rd, 1962. Now, he 

has undertaken to have a letter sent to us and being as 

it has not been received I phoned him the night before 
last and he said it is still coming. 

would you mind submitting this to His Honour Judge 
Turcotte when you receive it? 

es dl wil lk g oy, 
Actually if I/turned over the other side of this cheque 
that I just referred to, 5727 I would nave very quickly 
found out that this had nothing to do with Mr. Thompson. 
This says U.S. Money order, and then a number. I don't 
know what, the number .is..,,And.it..is to, Mus. H.. Young. 

Now, ~L.aave another cheque that I just pulled out at 
random. JI thought that it appeared a little interesting. 
It is not too much in size, $168.93, November 26th, 

1963, cheque number 5646, to Mrs. Pearl Hatch, by the 
Letnorides Central Feeders Asgocistien,.6od.it is 
charged to the Riverview Farms according to this mark 

at the bottom of the Journal. And at tle bottom or on 
Tae Beyerse side,.tia the endorsement, slepresume,.of 

Pearl eteh, nd it indicates, ."Bor Deposit to.the 

Credit of F. W. Woolworth Ltd." Wouid you have any 

idea what this represents by any. chance? 

No. This is charged to the Riverview Ranch again. 


Mr. Williams, I wonder if you would mind assisting me 
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in summarizing the ledger cards of the Lethbridge Central 
Feeders Association Ltd that are apparently connected 
with the former supervisor Mr. Hatch. There would be 
this particular ledger card, Riverview Farms? 

Yes¢ 

And there would be the Hin Hat Som Ranches? 

1s. 

And then there would be the two cards we discussed this 
morning with the one witness which there appears to be 
an involvement, the Lethbridge Third Ward ledger card. 
And then there is another ledger card which at one point 
was marked "Lethbridge Third Ward Trust Account," and 
then later changed in subsequent years into Mr. Hatch's 
own name. 

And then there appears to be some entries involving 

Mr. Sam Kline. I’m not sure how many ledger cards we 
would find in these particular transactions but they 
would be presumably in some of Mr. Kline's ledger 

ecards.” Is that correct so far? 

68s 

And then there would be Mr. Jones, and Mr. Nelson in 
view of the evidence that has already been presented 

by Mr. Nilsson, and other witnesses that have produced 
evidence concerning certain bills charged to these 
accounts here. And then there is the Central Cattle 


Account. Am I correct in this? 
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YS. 

Would there be special ledger cards for Mr. Hatch's 
wages, travelling expenses, advances, and so on? 

there are two or three accounts in the general ledger. 
One is "S.W.Hatch advance account." And there is a, 
there was a deposit of, and I believe the amount was 
$200.00, which was an advance for expense money, And 
there was also this S. W. Hatch insurance account in 
the general ledger. 

I don't think we have gone into any details regarding 
the expense account. Of your knowledge can you tell 

us about the expense account that Mr. Hatch had with 
the association? 

THE COURT: I think that you filed a document, 
or somebody did. 

MR. WEIR: I don't know whether we did this, 


whether we had this in the evidence or not. 


i ee OU One year. 

MR. WEIR: It won't be necessary to gointo 

it then. 

THE WITNESS: In the way of other accounts, there 


is also this E, Allsop account, 

MR. WEIR: I.had not marked that down. I 

had two others marked down, transactions involving Peter 
Meloff. 

THE WITNESS: Yes. 
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MR. WHIR: 

He would have the account? 

There are purchases, purchase deposits gone through his 
name . 

And this was kept in a separate record? 

And there is also a record ot commissions. 

There would be two in this particular connection, two 
cards? 

Actually there are three different commission accounts. 
With Mr. Meloff? 

No, three different commission expense accounts in the 
general ledger in Lethbridge Central Feeders, in the 
holding pens, and now I doubt if there is one in the 
Cental Marketing. 

Well, even,if it is.just one,inyolwingyMr.,.Meloff,,.it 
would be counted as one more. And the items referred 
to in Mr. Hyde's ledger card, there seems to be some 
involvement there. We have already received evidence 
of. payment, being.made directly.to Mr..Hatch, there. 
According to my list I nave a baker's dozen of 13 
cards, and now you are suggesting another one I over- 
bookeds «?heresis.a Ledger) card ,vyou.sey,,involving 
MryatAilsopnend Mr. Hatch? 

Well, the ledger«eaccount,.is+ in thesN. A., Be Accounts 
Receivable ledger.under,ihe noame.of Mrs-k. Allsop, and 


then in, it is in that account, that this. $1,500.00 
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U.S. deposit I just spoke of is in. And also in that 
account this feedirg arrangement that was with Mr. 

Jones that we have never succeeded in identifying whom 
it belonged to. 

Are there any other ledger cards that you recall that 
could. be involved as well? This is a special report, 
Exhibit A-9, that I am showing you. Would that assist 
you? 

There is a Pacific Meat account. I don't recall whether 
you listed that one. 

No, I didn't. This is the amount of $4,700.00 cancelled 
out in the Pacifie Meat account in that entry involving 
Mr. Adolf Karl? 

Yes. 

There is another one. I believe that Mr. Hinman suggested 
some of the items in his account could be attributable 
to Mr. Hatch too. Are there any others that you can 
think of? 

There is also that matter of $800.00 that was withheld 
on cheque 1515 which was intended to have been---we 
were advised was money which the Waldern Ranch owed 

Mr. Meloff, and was withheld in the settlement to the 
Waldern Ranch, but not spelled out. And this $800.00 
along with the $500.00 commission Mr. Meloff reterred 
to yesterday was remitted by cheque 1515. 


And this would add another one, the account of the 
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Waldern Ranch would be added to the list. 

THE COURT: And the $3,000.00 in calves here 
to we learned about this morning. 

MR. WEIR: Ivhave already referred to that 
rather .generally in the account it entered into, the 
Lethbridge Third Ward account. 

Now, can you think of any others Mr. Williams off hand? 
No, I would say that is pretty well the accounts where 
snevetise difficulty. 

So that we have a total of 17 accounts at the present 
moment, give or take a few. Now, Mr. Williams, I'm 
looking for a moment at the, at Exhibit A-16. This is 
youruiettersto Mrs. Houlteons ifhieldettine letter that 
you, Wererred to before, and in fact you read this whole 
letter into the record before, exhibit A-16? 

Yes. 

This is‘the letter that referred to the specific cheques 
that Mr. Hatch and Mr. Nilsson both received, one for 
approximately $2,500.00 and the other cheque that each 
of them received for approximately $1,754.00? 

I don’t.think those are specific cheques. I think that 
bheyo Areypeveraln cheques, andedfiyow. willtrecadl there 
was some sheets filed along with that letter outlining 
thesentriess summarized:in that: amount. 

These would be the totals? 


Yess A few of those, items were credited to their account, 
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but that is the benefit received. 

Would you examine this letter and would you mind reading 
again for us the second last paragraph of this letter. 
The second last paragraph on page 2 of this exhibit. 
"We have spoke to Mr. Hatch pointing out thedanger of 
gusiiua tiom iof ithis*naturé, and we felt it was wrong. 
He has acknowledged it as not being good for the 
Association, and explained to us how easily he walked 
into the arrangement with Mr. Kline. He regrets very 
much and would like the opportunity to Carry-On “in this 
capacity with the Association, and would give you his 
undertaking that he would discontinue associations and 
arrangements of this nature henceforth." 

MR ecMOSCOVICH: 

That is 1954? 

Yes. 

MR. WEIR: 

The letter is dated October the 8th, 1955. Now, Mr. 
Williams, in view of the seriousness of this situation, 
and I commend you for taking immediate steps on this 
matter and drawing it to the attention of Mr. Houlton, 
but did you do anything further to check the activities 
of the. supervisor, Mr. Hatch, and his partner Mr. 
Nilsson, just to make certain that this activity stopped 
in the future? I know hindsight is a lot easier than 


foresight, and I'm not saying that I would act any 
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differently, but I'm just wondering in looking at this 
Situation? 

We were mindful of that, but never really saw any evidence 
of that being continued. There was one suspicious Lhing 
at a later date. Somewhere in 1958 or 1959 there was a 
cheque received from Mr. Kline which was credited to the 
expense account of Mr. Hatch and Mr. Nilsson, and a small 
portion to Mr. Anderson. We were told it was a loan. 

Who told you this was a loan? 

Mim fy Hateh:s 

Mes Hatehotold you dat was«a lean? 

Yes. And we were not satisfied with just an explanation, 
and we did obtain a statement which Mr. Kline signed 
acknowledging that it was a loan which was to ve repaid 
mitmimita period of six months, and we did discuss that 
matter with the Board, but apart from that-—-- 

Did you discuss this at a formal meeting of the Board or 
board members individually? 

I discussed it with Mr. Houlton first, and then a day 

or two later at a Board Meeting. 

What, if anything, was decided at. that point? 

The explanation was, the explanation of it being a loan 
was accepted,particularly in view of this statement 

from Mr. Kline. 

THE COURT: 


Should loans be accepted by the supervisor or people who 
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ares selling» the cattle to the Assoeiation?, Is that a 

good thing? 

No, it is not a good thing, and that is why an issue was 
made) ofwits 

MR. WEIR: 

In view of the fact that Mr. Hatch and Mr. Nilsson had, 
from your evidence, received profits before from Mr. 

Kline, were any further steps taken to further investigate 
this matter or make certain that this never came up 

again? This was when, 1958? 

W568 520712959301 don'thremembers 

THE COURT: Isn't that shown in those statements 
weasooked at this morning? That loan between Mr. Kline--- 
it is in the Lethbridge Third Ward statements. 

MR. WEIR: 

Did you do any more checking? In 1959 we have discovered 
quite a number of entries involving this partnership 
between Mr. Hatch and Mr. Nilsson with Mr. Kline involv- 
ing the Jones account and the Nelson account. 

THE COURT: Mayo ds) eddwamst.s word ons that. 

I have it down here as the Jones and Nelson account, 
Scandia Iron Works, Empire Furniture, Raymond Agencies, 
Dogterom, Tollestrup Company, and Four Corners Body 

Shop. I think all of them except two in one feed 
accountse?i don't make jokes ordinarily, but that sounds 


tonme dakeia Deediamgt accotimtt fom: goats tmsteada of cattle. 
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When you see that in an account, and maybe you never 
saw the account. It was in a little account by itselt. 
But wouldn't that--- 

Well, we got an explanation at the time, and I recall 
when we went over the account with Mr. Jones this spring 
we gave him the explanation then that we received, and 
he didn’ trdeny wits 

Was it the same explanation that we got? 

No. 

What was the explanation that you got then? 

Our explanation was that it was grain. 

Grain? 

Yes. 

From whom to whom? 

Purchased from these sources. 

Mk. WEIR: 

Hor every one? 

I remember particularly the Four Corners and Empire. 
Your ‘Honour,-syou will recall, I believe, that Mr. 
Jones commenced this probably was for grain, and then 
later when we asked him further questions regarding 
this he later said--"Well, now seeing all of them 
together I don't recognize them because I don't recall 
getting grain from those sources." 

THE COURT: 


That is the explanation that you got, that grain three 
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or four years ago, companys and stores were taking in 
grain that could not be sold on quota, is that correct? 
Yes, and there are still stores accepting grain in 
Lethbridge today. 

Ana” what is the explanation that you got ~ then? 

Yess 

Not that these were automobiles and boat trailers and 
water softeners, and so on? 

1eS> 

MR. WEIR: 

You did not see these items in the course of your 
audit before? 

No. 

Before this recent thorough investigation did you see 
these particular items, vouchez, and so on? 

The vouchers that have been produced here were obtained 
from the records of those businesses. 

So that you have obtained these vouchers and so on 
relatively’ recently? 

Less 

At least in 1964? 

Lees 

And not back in 1959? 

18 o 


When this happened? 
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Yes. 

I show you a few other entries that I took from the 
Riverview exhibits, and these all involve the Manufacturers 
Life Insurance Company. The first one, this is a cheque 
date May the lst, 1961, in the amount of $580.10, being 
cheque number 912 from the Association to Manufacturers 
Life, and charged to Riverview Farms. Another one, 
Manufacturers Life Insurance Company again, April 30th, 
1962, in the amount of $265.00, being cheque number 2076. 
And this cheque of the Association to them is charged 

as well to Riverview Farms. And another one to the 

same organization, cheque number 2964, dated May 17th, 
1962, in the amount ot $316.00, and charged as well to 
Riverview Farms, On this one it has reference to premiun, 
and it is an invoice from them regarding the premium. 
And.another one, November 16th, 1962, cheque number 

3461, payable by the Association to this organization, 
and in the sum of $878.00, and it is charged t Riverview 
Farms, and, is charged to Riverview Farms in that amount, 
and there is another statement referring to the premium 
here. And these are the number I have taken oui. Now, 
when did you know that thisparticular account was the 
supervisor's account? Did you know this all along that 
Riverview Farms wes the account ot the supervisor? 

Yes, from the time it was accepted for membership. 


Well, considering the fact that one of these cheques is 
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in 1961, and the other three in 1962, wouldn't your 
audit procedure investigate more carefully, particularly 
after these items that you have already mentioned in the 
account that you personally knew, or your office knew, 
was connected with the supervisor, Mr. Hatch? 

It has been the practice for years to pay insurance 
premiums, but previously they had always been charged 

to this life insurance account in the general ledger, 
and then each month there was a deduction made. Now, 
this is not much different. 

Did the Board realize that this practice was being 
followed to your knowledge? 

They realized that we were paying insurance premiums 

aod then deducting it over a uniform basis. 

THE COURT: 

What do you mean by insurance premiums? 

On Mr. Hetch’s lite. 

In,.those big amounts, whatever they are? 

I believe that that relates to some partnership insurance, 
if I am not sure. 

Mk. WEIR: 

It could very well be. The first time I looked at these 
cheques was during the noon hour recess today. 

They were recorded as an advance in that account. 

I am not suggesting they were not. I understood the 


same thing. 
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In that account we felt that even up to July of this 
year that we, that there was at least a $5,000.00 
equity over in cattle, and it was not until the cattle 
were sold this fall that it became obvious that that 
account was short. 

So to your knowledge the board was aware of the fact 
that they paid insurance on Mr. Hatch's life? 

At least the Association was paying insurance on 

Mr. Hatch's life through advances such as the amount 
referred to in these four cheques? 

Yes. And the advances paid out of the general fund 
were always signed by Mr. Houlton in that that one 
account, that happens to be paid out of the livestock 
account. But there are a number of cheques charged 
to the life insurance account in the general ledger. 
These are the ones paid out of, the life insurance 
account. 

auerTe 15 one. isn’t there, that is mot trom the 
livestock account. What about this cheque? 

Pola neque 16 ina ditierent colour. Why ig that? 
I notice every now and again they are in a different 
Oo. Our y 


Dole 1.8 64 drovers account, and thie is the livestock 





account. But there was the general account cheques. 
Just as a matter of curiosity, would there be any 


specific reason why one of the cheques should be in 
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the drovers purchases and the other in the livestock? 
Basically these cheques should have gone out in the 
general fund cheque account. 

THE *COURT: 

The drover cheques were for isolated transactions of 
Gatwbelim7and cattle out? 

tee: 

And in many cases it was used, I guess, if the cheque 
book was handy? 

Thatilooks hike it. 

Why, looking back at it now, did they use Holding Pen 
cheques when they should not have done so? You have 
listened to us the last few days where we have had to 
take the Central cheque and then trace it back into 
the Holding Pen cheque, and then find the Holding Pen 
cheque. Was there any reason for that? 
imuaveslearned@rsince, but I didn't know before, that 
the cheques for the Holding Pens were more convenient 
and often carried. 

Carried in the pocket like? 

Less 

With probably one signature on it? 

Yes. 

MR. WEIR: 


Mr. Williams, -Ishave a few more questions that are all 


connected with Lethbridge Central Feeders. When did you 
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first become aware of the year end income tax maneuvers 
arranged for the personal benefit of many individuals? 
We had one or two back there earlier,but never realized 
there were some of the larger ones we knew of later. 
Approximately when did this matter first come to your 
attention? 

There was one back in 1955 or 1956 in the Bishop account. 
And we have heard, and in fact you presented, very ably, 
a very accurate synopsis of of income tax maneuvers 
involving Mr. C. W. Heninger? 

¥es ¢ 

This went back to when, 1959? 

1959 was as far as we followed it back, 

Yes. Now, when you became cognizant of these maneuvers, 
did you follow these entries to the books of the association 
and find out what happened to this money, where the debits 
and credits were? 

Basically, most of these have shown up here this last 
Spring, and basically the one I mentioned to you before, 
and never realized until a year or two after. These 
things arewt very obvious at the year end. They become 
more obvious a year or two later. 

Wouldn't your audit program involve the inspection of 
ledger cards where you would see an amount going in in 
December, oe some other year end, but normally goir in 


December and coming at in the identical amount, the exact 
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amount, in some instances a matter of days? 

Yes. 

Would you follow this up by going back and checkir 

to see which members account was charged in any of 

your previous audits? 

Yes. We would satisfy ourselves that they had been in 
and out and had been, had not affected the Association. 
And in a few instances that we knew of one half could 
show at the year end, you could see at the year en, 

and thother half shows up next year or a year later. 

It is not the easiest thing to observe at the time that 
it is happening. 

No. I'm not suggesting that. You discovered one fact 

17 1955. "What about the income tax maneuvering entries 
involving the C. W. Heninger account? 

2 Oru CiSCUVeEr “Wiis Ultvl! vite wor ine 

YOu were ‘never aware of the fact that some ‘of -this 
maneuvering was used to lower the actual balance that 
Should have been recorded in some of the members accounts 
Dovor “vo Marc | un, oo4? 

Well, there was one or two instances where we were aware 
TL eyes. 

Did you submit any formal report on this particular trans- 
MS ale ells 

No. 


Did you ---who did you speak to abuut these matters? 
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We were not sufficiently alarmedto Sere to anybwdy about 
them. 

Did you at least speak to Mr. Hatch about them? 

Yes, when we discovered this a year Raters 

You didn't speak to any member of the Board? 

No. 

Nor the bank? 

No 

And according to my reading through your auditor's 
report none of them were referred to in your auditors 
repat? 

No. 

Mr. Williams, when did you first become aware of tle 
amazing type of transaction where people like Ray 
Johanson were able to earn what a good number of people 
w ould feel would be a reasonable yearly wage for 
what appears to be no investment and apparently no 
risk whatsoever? 

We never really realized the full nature of these 
deeis°until this%spring. 

When you saw an account like $25,000.00 or $20,000.00 
or $30,000.00 transferred with so many head--- 

Pee SOUR as Just a transfer of cattle ? 

MR. WEIR: 

A transfer of cattle. Wouldn't this alert you that 


there might be something fishy where it was so exact 
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or so even, Like $25,000.00, $20,000.00, or $30,000.00? 
I was not alerted. 

You. were not? 

No. 

Now, in connection with the cattle trading account I 
understand that the cattle trading account was, it was 
now. Pecqnciled in 1957 and in ree ee is that 
Gorng oy? 

Yes.. 

Now, according to my scanning the auditors reports, the 
only auditor's report I noticed with any qualification is the 
auditor's. report for 1963, is that,.correct? 

Yes. 

And in 1961, the final, the second last sentence of 

your report states --"Tue Association's physical affairs 
continue in a very healthy .state." 

Mee. 

You didn't think, going back to this cattle reconciliation 
business, the failure to reconcile was that it was not 
necessary to record anything in your auditor's reports 

to the Association--- 

MR. LEITCH: I don't think that my learned 
friend is correct in saying these reports are without 
qualification. There are a number of qualifications. 
And, or in 1961. with reference to the inventory supplies, 


so there are some qualifications on the 1961 as I read 
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ty dand jonvall oof ‘them, 

THE WITNESS: If you will look through the 
general laiger you will notice 7 or 8 accounts which 

E referred to back in December as wash out aecounta, 

we had cattle trading, yardage, feed---the association 
had, I should say. 

THE COURT: 

What about brands? 

Yes. Brands, trucking, freight. ‘The Association had 

7 or 8 accounts where the payments with respect to 

these things were charged to invoicing, and the livestock 
out was made as part of their recovery from their credits 
to this account. Now, there is not one of these accounts 
on washout exactly, but the differences through out are 
not much. You will notice that year after year. 

Lowsane |referning to, the auditor's reporteof .19-- 

No, the revenue and expense statement for the 17 math 
period ending December 3lst, 1961. Trucking, freight, 
vaccine, etc, and the net difference in all those 
accounts was a credit of $1,214.00. 

Aseredit to whom? 

A profit to the Association. We had recovered $1,214.00. 
That would be only after the charge of that $1,00, and 
this cost you 95¢ actually, then you would gradually 
accumulate a profit? 


By rights we should not be making any profit on the 
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brands. They should be charged out at what it cost us. 
If you are doing the branding yourself and you have 
supplies, you must determine the exact cost to be charged 
against any one particular head of cattle. Is that the 
reason or not? 

That is one reason there could be a credit. 

There should be a difference? 

Yess 

There ‘might be a loss°or 4 eredit? 

Yes. But the brands is one of the few accounts there 
would be a credit. 

What would be the charges for brands? what would the 
costs be? What were used that would run up bills ¢ 
three or four hundred dollars a month for brands, 
debits? 

These bills would occur through the stockyards. 
imean-vo*ovuher people, to firme. $167.60 paid out 

to a firm and charged to brands. What was that? 

Do you know? 

No, not to firms. Could we check back on one of the 
items? 

I will show you later. 

MR. WEIR: 

My. Williams, all I am’ actually trying to find an 
explanation to is, there appears to be a total estimated 


déciciemey in the-auditor*s- report’ that you have submitted 
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for 1963 of $844,684.19. I am wondering how something 
of this size all of a sudden appears. 
MR» LELTCH: I thought that that was the object 
Ot fides inguixry, 
THE COURT: 1 think that is where the argument 
comes in. We have been arguing with Mr. Williams about 
this for the last six weeks as to whether the audit should 
have been on an inventory basis, and if it was possibly 
on an inventory basis sme of this would have been found 
out in 1959... The Jones account, was, out by $11,000.00 
in. 1959, and then we go from there, 1961, 1962, 1963, 
and it grows and grows and grows. That is the whole 
point is whether an inventory audit would have disclosed 
that. 
VYHE WITNESS: Jn td any! it sthisde that <6 .« fair 
statement. 
THE COURT: 
I am not making it as a statement. I'm asking a question. 
If you took Mr. Jones’ account and closed it down in 
Hec eémbe tio «L902 wv Ih won't think sthis) dssocteation. would have 
lost 5¢. 

return to the bank 
Maybe not. But what I'm saying is that this/is $11,000.00 
short, and about, there was a difference of about 50 
or 60 head between the amount reported to the bank and 
the amount shown on the card? 


That is a pattern of what took place, but I don't think 
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that the fact that it is there means that the loss went 
back to there. JI will grant you that the pattern of this 
coincidence goes back to there, but if Mr. Jones’? account 
was taken in 1962 and closed out the Association would not 
have lost any money on that account. 

Are you suggesting that that would be correct in all 
accounts, or most accounts? Are you suggesting that the 
majority of the losses were incurred in 1962 and 1963? 

i am suggesting if we closed down in December, 1962, 

that our losses would not have been great. 

No, not too great. 

Actually that, the only one we really don't have a 
specific profit for was the Hornberger note, and the 
Association hoped through re-finance and their mortgage 
security that that account would.come out of it. 

The Hornberger account is an old one? 

Yes. 

And you are suggesting apart from that in December, 
December 31st, 1962, there would be no serious loss? 

From the security available to the Association at that 
tine 2 

Well, cattle? 

Well, apart from cattle. Cattle and the other security 
that would be available would not have, that we would 

not have had to liquidate on the basis of a loss. 


MR. WEIR: 
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Mr. Williams, you indicated in your audit procedure 
prior to 1963 somebody from your office would have 
looked at the individual ledger cards throughout the 
year? 

Yéa. 

Now, what disturbs me is the fact in a good number of 
ledger cards if a person looked at the debit balance, 
just ran through the balance column, they would see that 
certain portions of the year where there was a very high 
amount of credit advanced to certain individuals? 

Yests 

Prior to 1963, in the audit for 1962 and in previous 
years to 1962, wouldn't your firm be alerted to some 

of the high balances in those accounts and discuss them 
with the Board of Directors or the bank? 

They were discussed with the Board. we would spend 

from 23 to 3 hours and sometimes longer at a Board 
Meeting prior to the annual meeting at which these 
things were discussed, and the statement in approved form 
reviewed, and other ere come up in the course 
of the audit would be discussed. 

Would the Board be advised of some of the high peaks of 
some of these accounts in 1962 and previas years? I am 
talking about the high peaks of some of these accounts, 
would these high peak figures, would they be presented 


to the Board or not? 
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In some instances yes. 

In some instances? 

Yes. That is why the accounts were being discussed. 

I recall the members of the Board suggesting that they 
did not see these cards, that they never examined them? 
No, I grant you that they were discussed at the meetings. 
I worked from my working papers and Mr. Hatch would take 
the cards out of the ledger and in the course of the 
Board Meeting 8 or 10 ledger cards would be pulled out. 
Can you recall that you mentioned the high peaks in all 
these troubled accounts in 1962 aud 1961 and before? 

I didn't appear before the Board in 1962, but I did 

Pew or  y Cars « 

And this was done in prior years? 

They were not all talked about. 

But some of the problem accounts? 

Yes. 

The high peaks were mentioned? 

Well, I'm not too sure whether we talked about the 
peaks or status of the accounts but there are times 
when the accounts would be talked about. 

Are there times when the high peaks would be mentioned 
to the Board? 

Yes, at times. 

THE COURT: 


If you used Mr. Hatch's statement as he prepared it and 
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accepted it withough checking the ledger card, that would 
not be of much help in some of these accounts? 
Actually the statement which he prepared for us was an 
actual statement of the ledger. 
It Wes a correct statement? 
Yes, and we would check it, but we find out now that they 
were not both prepared at the same time. 
Thank you. 
(WITNESS STANDS DOWN) 
MR. WEIR: Your Honour, I would like to enter 
a photostat of the transfer of the land to Stewart Hatch--- 
A transfer of land from Stewart Hatch, David Hatch, and 
Henrietta Young, to the, a piece of land which I believe 
is the Riverview Farms, to the Hutterian Brethern East 
Camdsioitac oonyi pet ox: rthe, price of. $123,550.006 1t ais 
dated the llth day of August, 1964, I notice in the 
Affidavit of the Transferee that the breakdown of the 
$123,550.00 is under the items with regard to three of 
the parcels--- 
THE COURT: That is land titles figures. There 
are only three that they have used. 
EXHIBIT NO. F-23b 
Photostat of Transfer of Land 
Document. 
MR. WEIR: Your Honour, I believe that that 
coneludes the evidence to be pesented before yu at 
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THE COURT: Mr. Moscovich? 

MR. MOSCOVICH: Nothing more. 

THE COURT: Mr. Prowse? 

MR. PROWSE: Unless you have some specific 


witness you would like me to call from the bank, I 


have nothing. 


THE COURT: Have you any further evidence? 
Ma « LEITCH: NO, Your Horour. 
THE COURT: But two invitations were forwarded 


to your client, Mr. Moscovich, to attend to offer any 
explanation that he wished, and if he had come I think 
that we wuld have probably got through this much sooner. 
Buty that is his, privilege. 

We will adjourn until’ 10200 o*elock 
tomorrow morning for any statements counsel wish to make. 
I am very hopeful that Mr. Thiessen will be here also 
to say what he wished to say yesterday. 

(HEARING ADJOURNED AT 3:30 P.M. UNTIL 10:00 A.M. 


ON THE FOLLOWING DAY) 
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